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TASK FORCE ON PROVINCIAL-MUNICIPAL 
FISCAL ARRANGEMENTS 


SEPTEMBER, 1971 - DECEMBER, 1972 


FINAL REPORT 


Chairman: Roy Farran, M.L.A. (P.C. Calgary North Hill) 
Members: John Batiuk, M.L.A. (P.C. Vegreville) 

Dr. Donald McCrimmon (P.C. Ponoka) 

Ruste Zander (P.C. Drayton Valley) 


Clifttord Doan) (P.c. dnunistrar)) 
Secretary, Research 


Analyst & Technical 
Advisor: Peter Melnyk (Department of Municipal Affairs) 


Assisted by: A. Berridge 


Terms of Reference: 
1. To make an inquiry into the proper division of responsibilities 
between the Province of Alberta and the Local Authorities, including 
municipal, educational and health authorities, with a view to deter- 
mining 
(1) the nature of the services that can best be discharged by 
(a) the Provincial Government; and 
(b) Local Authorities; and 
(ii) the fairest, most economical and efficient means of funding 
the services to be provided by Local Authorities, including 
the allocation by the Province to Local Authorities of 
(a) specific sources of revenues; 
(b) a definite percentage of specific fields of revenue; 
not excluding the possibility of the provision of conditional 
or unconditional grants by the Province to Local Authorities 
to supplement, if necessary, the specified sources of revenue. 
2. With additional powers and guided by policies and procedures as set 


out in the Appendix attached hereto. 
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APPENDIX 


1. In particular, but not to the exclusion of other matters, the M.L.A. 


Task 


"the 


(a) 


(b) 


(c) 


Force on Provincial-Municipal Financing (hereinafter called 
Task Force"), shall 

co-operate and co-ordinate its studies in the field of 
education with the study being carried on by the Commission 
on Educational Planning in the financing of the total educational 
organization as is provided in Section 1, Clause (e) of the 
Appendix to Order-in-Council number 0.C. 1126/69 

enlist the aid of Government officials at all levels and 

in all Departments of the Government in the consideration of 
the problems involved in this inquiry. 

consult with such organizations and individuals as the Task 
Force may deem desirable, and accept for consideration such 
articles and submissions from such persons or organizations 
as the Task Force may deem desirable, and include in their 


consideration any questions which they may hold to be relevant. 


2. The Task Force shall, in addition to the aforementioned, pay special 


regard to the following possibilities and problems: 


(a) 


(b) 


(c) 


(d) 


(e) 


(£) 


(g) 


the possible relief of property tax from the financing 

of human resource programmes such as education, health 

and welfare. 

the possibility of funding the Foundation Plan for 

Education wholly by the Province. 

the possible exemption of senior citizens from any 
responsibility for education funding through property tax. 
the exemption of senior citizens from medicare premiums. 

the present and future debt load at both levels of Government. 
ways and means of financing transportation requirements 

in the Province, 

areas in which possible savings may be effected in Government 


spending at all levels. 
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SUMMARY 


TASK FORCE RECOMMENDATIONS 


That a general sales tax is not necessary in Alberta at the present 
time. 
That program budgetting be instituted Pieeuehnee the civil service; 
that temporary management study teams drawn in outside the civil 
service examine departmental structures and recommend improvements 
to facilitate horizontal liaison between departments and within depart- 
ments to expedite public business; that the target for growth in 
departmental estimates on income account be not more than 7% percent 
per annum. 
That voluntary wage guidelines be issued annually by the Minister of 
Manpower and Labour to assist municipalities. 
That the Provincial Treasurer undertake a separate study of the 
combined provincial and municipal debt; that such a study would 
examine judicious debt levels in relation to the gross provincial 
product, would inquire into the possibility of consolidating or 
refinancing municipal debt and would examine the debt load of 
individual municipalities. 
That while the bulk purchase of Alberta debentures by the federal 
government be related to amounts per capita, the underwriting of 
separate borrowings by individual municipalities through the Alberta 
Municipal Finance Corporation no longer be related to annual per capita 
amounts, but be based on their current debt history and requirements. 
That the Department of Municipal Affairs accept in principle the 1970 
proposal to share property tax from electrical transmission lines, rail- 
way lines and pipelines aftcr leaving 25 percent with the site munici- 
pality. But that legislation not be enacted until pipelines have been 
reassessed subsequent to the establishing of new levels for the well- 
head price of natural gas; and until further study has been done into 
assessment of power lines and plants. 
The Task Force further recommends that the definitions of main 
railway lines, branch railway lines and railway superstructures be 
clarified. 

It recommends that all micro-wave towers be assessed and that 
railroad assessment be brought up to an average of $5,000 per mile 


for main lines and $3,000 per mile for other lines. 


Digitized by the Internet Archive 
in 2024 with funding from 
Legislative Assembly of Alberta - Alberta Legislature Library 


https://archive.org/details/ableg_33398001459279 
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14. 


15. 


16. 


Provisions for assessment of micro-wave towers should clearly 
distinguish between their use for commercial telecommunications and 
their use for operation of a railroad. 

That the province establish a sinking fund to assist towns and villages 
whose tax base may be adversely affected in future years by the redundancy 
of line elevators. 

That study take place into the possibility that electrical transmission 
lines be assessed on a basis of through-put of electricity as opposed 

to replacement cost of lines and structures. 

That basic municipal assistance grants be paid on a basis of financial 
strength plus per capita payments related to (a) police costs and 

(b) miles of district roads. 

That the practice of allowing one percent depreciation for each year 

ee eaceee to a general reassessment for equalization purposes be 
abandoned, after general reassessments in Calgary and Edmonton take 
place. To avoid sharp readjustment of the equalized mill rates, the 
level of depreciation at that time should be frozen and progressively 
recaptured by one percent per year. 

That the municipal option to assess single family residential improvements 
at ten percent less than the percentage of replacement value for other 
properties be cancelled for 1973. 

That the Department of Municipal Affairs inspectors check (a) the 

stated value land assessments bear to market value and (b) machinery 
assessments for equalization purposes. 

That the Department of Municipal Affairs assume all assessment functions 
within Alberta and that measures now be taken to strengthen assessment 
personnel with a view to adoption of full market value as an assessment 
yardstick by 1978. 

That until 1978, the Assessment Manual be revised to assess non-farm 
land at 100% of market value. 

That the interval between general reassessments be reduced to five years. 
That the assessment cciling on prime farm land be raised from $40 per 
acre to $45 per acre, after general reassessments of land in the two 


major cities has taken place. 
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That municipalities .«. advised by the Department of Industry and 
Commerce of their right to apply either business tax or machinery tax. 
That pipelines be reassessed as soon as possible after a new well- 
head price for natural gas is established. 

That the requirement for a "uniform mill rate" be struck from the Act. 
This will allow municipalities to levy a split mill rate despite 
recommendation (11) that split assessments be abolished. 

That non-famn smallholdings be assessed as residential property for 
the dwelling and home site up to three acres. The balance should be 
assessed as farm land. Proper allowance should be made for functional 
and economic obsolescence as demonstrated by lack of urban services. 
That all farm dwellings and land be separately assessed and taxes 
applied to whichever is the greater. 

That a business tax be applied to intensive agri-business as defined 
by the Agricultural Development Board. 

(a) That the basic property tax levy for the school foundation plan 
be removed from all owner-occupied residential property and farm land 
up to a maximum assessment ceiling of $7,200; 

(b) That qualifications for entitlement be identical to the existing 
homeowner allowance; 

(c) That the relief for an owner-occupied portion of a multi-family 
residence be applied pro rata to the percentage of both property and 


land so occupied; 


(d) That all such property owners be given the option of such education 


relief or of the homeowner allowance and that the homeowner allowance 
be raised from $75 to SLOOE 

(e) That either benefit be obtained by application as at present. 
(f£) That neither benefit can be applied twice to property held under 
single title and receiving a single tax bill even though there may be 
two or more dwellings on the parcel. 

(g) That where a parcel of land straddles a municipal boundary, the 
education relief can be applied once only to a ceiling of $7,200. 
Farm lands for this purpose need not be contiguous so long as benefit 
is applied only once to one owner-occupicr, 

(h) That rebates against a portion of the license fee for mobile hones 
be calculated in the same manner since local mill rates are now used 
to arrive at the fee. 


(i) That amendments be made to the Act to allow the benefits to be 
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applied to residentiui owner-occupier members of a bonafide 
cooperative society. 

That an additional municipal grant be paid to municipalities equivalent 
to one third of the supplementary requisition for cducation or five 
mills, whichever is greater, or total supplementary education mills 
under five mills total, and that two thirds of this grant be forfeited 
if the increase in the municipal mill rate is in excess of 7% percent. 
before the grant is added, and that one third of this grant be can- 
celled if any supplementary requisition for education in the munici- 
pality grows by more than 74 percent per annum in mills. 

That equalization of assessment be calculated annually, and not a year 
in arrears as at present. Total rateable property for equalization 
should be as at December 31 of the preceding year. 

That more explicit breakdowns of assessment rolls be required for 


research purposes from municipalities. And that a Tax Credit division 


be set up within the Department of Municipal Affairs to assist local 


authorities with new relicf plans. 

That a tax credit plan to a maximum of $100 be instituted for the relief 
of renters from their deemed share of property tax paid through rent 
as soon as provincial revenues will allow. Total cost to the province 
is estimated to be $12m. This $100 reflects the 30 equalized mill 
levy for education on an apartment unit assessed at $3,300. 

That the province assume total cost of all hospitalization in Alberta, 
thus relieving local authorities of supplementary requisitions for 
hospitals. 

That the province assume total cost of all approved public health 
services in Alberta. 

That the province assume half the net cost of social assistance at 
municipal level. The estimated cost to the province is $1,000,000 

for 1972, but the Task Force has allowed $2,000,000 for this purpose 
in its calculations. 

That payments from the school foundation plan be based on average per 
pupil costs for each type and size of school jurisdiction and that 
these payments be increased annually by a percentage equivalent 


to the growth in the Gross Provincial Product. 


That various controls be applied to school boards to restrict their 
powers to expand budgets by inore than the annual growth in the Gross 


Provincial Product. 
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That a new structure be designed for the hospital bed delivery system 
whereby boards of active hospitals become responsible for auxiliary and 
nursing home beds. Lach active hospital board would nominate delegates 
to a regional board responsible for coordination, standardization of | 
administrative procedures, allocation of staff and compeet eons of 
contracts, etc. 

That total social allowance payments to single unemployed/employable 
men not exceed the minimum wage in Alberta. 

That the total fees for crown grazing and crown cultivation leases be 
increased and include property tax. This tax would be paid by the 
Crown to local authorities. 

The Task Force recommends that the rental fee should be 175 
percent of the 1969 formula with a tax escalation clause to cover 
unforeseen increases in property tax. 

The Task Force recommends that all grazing and cultivation leases 
on Crown land be consolidated under the Department of Lands and Forests. 
The Task Force recommends that all surface right and right-of- 

entry payments accrue to the province and that adjustments be made 

to rents to compensate for lost pasture. These surface right payments 
should no longer be in lump sum form, but should be annual rentals 
reviewable every five years. 

The Task Force recommends that ranchers be given greater security 
of tenure, but that only 25 percent of monies paid upon sale of leases 
accrue to the tenant. 

That municipal assistance grants to summer villages be cancelled. And 
that all sumer cottages be forgiven all the basic 30 equalized mill 
levy for the foundation plan for education. 

The Task Force recommends that federal contributions be sought for the 
high cost of transportation facilities within the two major cities. 

It recommends that as soon as practicable, within present budget 
limitations, the Department of Highways contribution to transportation 
facilities within the two major cities be increased froin $4,500,000 per 
year to $7,000,000 per year to apply to both construction and land 


costs at city option. 

That a new Boundaries Commission be set up to (a) report on urgent 
boundary adjustments required within one year, (b) report on a more 
comprehensive plan to restructure municipal government on a regional 


basis within a further three years. 
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SUMMARY OF" COST IMPLICATIONS 


TO GENERAL MILL RATE 


M. A. Grants - Basic $14,500,000 
- Re Education 19,500, 000 

34,000, 000 

Province Assumes 100% Hospital 7,000, 000 
Public Health 5,000, 000 


Wel fare 2,000,000 
48,000, 000 


New Gain to Municipalities 
over former $42m M.A. Grants 6,000, 000 


Extra Cost to Province 


(recovery of $3,500,000 fed. grants) c/f 2,500,000 


TO PROPERTY OWNER 


AssunensOrmiulueon ieee COma7 S200 53,740, 000 
Add H.0.G. to $100 500, 000 
54,240, 000 


Less 11.0.G. not chosen $23,500,000 


Senior Cit. already 
budgeted 2,500, 000 26,000, 000 


28, 240, 000 
b/f 2,500,000 
Net extra cost to Province $30, 740, 000 


TO RENTERS 


Tax Credit Scheme (1974 budget ) 12,000,000 


Total extra cost to Province 42,740,000 


TO MAJOR CITIES 


Increased road grants within present 
Highways Budget 5,000, 000 
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POSITION BEFORE REFORM 


The Government of Alberta was aware of representations made to its 
predecessor concerning the narrow tax base open to local government in 
relation to the services it was expected to provide. The over-reliance 
on property tax as a fund::2 source for so many services at municipal level 
had become a concern for governments through North America. 

Attention had been drawn to the problem by several studies in the last 
twenty years in Alberta - "Urban Crisis", a presentation subscribed to by 
the Alberta Urban Municipalities Association, various school boards and 
nine cities in 1966, by the Batchelor Report, by the position paper of the 
Alberta Urban Municipalities Association in 1970, by the SCOAT Conmittee 
Report of 1970, by the Worth Commission 1972, and by the Task Force on 
Urbanization and the Future, 1972. Available to the Task Force were the 
numerous reports of fiscal commissions in other provinces. 

The study “Urban Crisis" pointed out that the percentage of Alberta's 
population in urban areas had grown from 37 percent in 195] to 56 percent 
by 1966, By 1972, the percentage was closer to 76 percent of which by far 
the largest portion, almost 56 percent, was in the two metropolitan cities 
of Calgary and Edmonton. 

More than 60 percent of the 1972 mill rate of the City of Calgary was 
devoted to education. And a further 12 percent could be attributed to other 
human resource programs including hospitals, libraries, recreation, public 
health and welfare. This devotion of at least 72 percent of a municipal 
levy to human resource programs was typical. 

Similarly, some 72 percent of the 1972 budget of the province of 
Alberta was devoted to the departments of Educatien, Advanced Education, 
Health and Social Development. Whan federal transfers were removed, half 
the combined provincial and municipal budget in Alberta was spent on these 
human resource programs. 

The debt load at a municipal level was the highest in Canada and it 
is estimated that as of March 31, 1973, the combined funded, unfunded and 
guaranteed debts of the province would reach $2,205m of which $1,800m was 
guaranteed to the municipalities. The gross per capita municipal debt in 
Alberta in 1970 was $580.40 as compared with $383.30 in British Columbia. 
At that time, both provinces were to all intents and purposes debt free. 


(See Appendix A). 
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Although certain municipalities, particularly Edmonton, Calgary and 
Medicine Hat, derive additional revenue from the sale of utilities at a 
profit, property tax remains the main source of funding apart from grants 
from senior governments. Only a small proportion of municipal revenue is 
derived from such miscellaneous sources as fees, licenses and fines. 

While the major urban areas faced escalating costs for an expanding 
population, the problem was no less severe for towns, villages and counties 
where the tax base was eroding due to a population decline. Only in a 
few municipalities having the advantage of economic overspill from major 
urban areas or of industrial property tax without parallel population in- 
crease was the situation any better. Even in some of these districts, 
population increases due to the purchase of small acreages by former 
urbanites was rapidly eating up the taxation advantage from assessment of 
industry, oil pipelines or gas plants. 

To generalize, residential property tax seldom covers the cost of 
services demanded at a local level and the balance has to come from com- 
mercial and industrial development, or it has to come from revenue sources 
other than property tax such as provincial grants. Urban areas therc- 
fore compete to obtain more industry, which begets more people, which 
begets more industry in a perpetual Genesis cycle. As pointed out by 
the Task Force on Urbanization and the Future, this equation is one of 
the many reasons for constant metropolitan growth at the expense of the 
sparsely-populated rural areas. 

Property tax, like a sales tax, is regressive in that it is not 
necessarily in tune with ability to pay. The value of property improvements 
only vaguely relates to income levels. In fact, heavy property tax can 
drive citizens on limited incomes from their homes, thus impeding progress 
towards a property-owning democracy. Those on limited incomes pay a larger 
percentage of their disposable income for shelter, including property tax, 
than those at higher income levels. 

It is also regressive in that beyond certain levels, property tax can 
inhibit development. Studies in the United States show that development 
ceased in New Jersey when residential property tax exceeded 4% of market 
value and commercial property tax exceeded 6% of market value.* 


*Source; P. Bernard Norton, Economist, 
New Jersey, 1971 


-.-/1l 


. if 
ru y 7) oy) a © 
‘ PhP ei kat » +e a - - . 


: 
era paibvon si i 

+) oo we 
to ea seh be e 


to tyne rr oie sac be 


é A Frist 
fad 3 ‘Asay gets ne ent 
ag ROO payne york vd ‘ 
fet . =a" " 


“BI6a9 KAO? 4 paca) | 


dtl Wengen, abit 


q eee 
viet Ane pirsnkeg, uae : im 
a), 


Rite ‘ites mt Spicer 


ih 


wa to penne sea 4 


* ees ioapaage < 
uae cea a hat 


ae 


cr Kee 
aS ICs 


¥ 
a, , 
’ i, 
\e 
’ a a ; 


° Y o < J 
g 5 

Tao 
Y 

ce pi 

1 1a) - 

: x 

oY ote ed 
Rie f Sy) if 


Aree 


hw 7 oo 


eae dt 7 
a; tat ji 
a tae a 
ae 
yk 2 hs 
us i « a G 
ed | SAEs 
e ui) 7 se) 
Or aa Pos ay 
‘wae 
ray . < 
2 ! 
a 


- ll - 


However, constitutional limitations placed upon provinces and munici- 
palities in a federation such as Canada's make it impossible to abolish 
completely such a major source of direct revenue as property tax. But it 
should be borne in mind that there is a clear distinction between property 
tax regarded as an expense before income or Cormarae ten tax and property 
tax paid with after-tax dollars. Only bona fide owner-residents, as opposed 
to corporations, landlords, businesses and farmers, lack the privilege of 
charging such property tax as an expense under dominion income tax regulations. 

If a business is paying full corporation tax, it is not unfair to say 
that taxes are paid with a pre-tax dollar that is worth half as much as a 
post-tax or profit dollar. Small businesses may be said to be paying with 
pre-tax dollars worth three-quarters of a post-tax dollar. Citizens 
generally pay with one hundred cent after-tax dollars. 

This analogy is resented by businessmen. It is none the less true. 

If all property owners were allowed the same privilege, there would clearly 
be a sharp reduction in the returns from the provincial portion of personal 
income tax. 

Present levels of property tax in Alberta are around 2.6% of true 
value tor all property (buildings, structures and land) if the assessment 
is at the level of the current manual. Farm land is taxed at about 2% 
to 2.3% of market if the assessment is close to the deemed 35% of market 
value. These levels are considered tolerable in the United States and 
are about the prevailing average except in crisis areas such as New Jersey 
and Boston. However, two other studies into property tax in Canada, in 
New Brunswick and in Manitob*, concluded that an annual tax of only 2% 
of market value was the absolute tolerable level. 

Pipelines, transmission lines and railway lines are taxed at about 
1.3% of market value and machinery is taxed at about 1.3% of market before 
generous depreciation tables are applied. A business tax may be applied 
in lieu of a machinery tax and this also works out in practice to be about 
173% of the value of the space occupied. 

It is important to reiterate that property tax dollars are derived 


from multiplying two factors - the assessment and the mill rate. If the 


vee fhe 


oa res rokae 
Senegye es inion 
to nyining ot aus ot 
rancd seSuyeea AD inbaoat. eb 
“ee a ed doo e. aby 

@ as. hiber da hid dixay aif Cheats 
sigiew enctaensi oqo? Aras of vert ® 
wauelan | acitob suns ; ‘So : 


‘ at fob ta ? i fe y ver at . ci fears Man ae a 
PUNT. OOHT sed go et BF tg er be | 7 7 
qistoin bh onpads pee io sa v i ee 
Leconvaq 16 nets reventiuset dl am 7 , 
a Pie . ag 

aut Fo Nb. ‘pou ot Ath ned oat ; : a iam he 

cf. 

Snemazenee acy by (awk ‘Sin e989 95 rien 
tS igvedn te baud eb pant sah ae x . 
soma to N84 Satin iets ‘odo hi Shea 
has ugteae kee inl oH? aus pew 


yenrsl wer tc coilb etote wip ied Py so ; 
iD 


ni haved al RSF aes ee etal ; 
ile i 
dS eine Yo pan Inuata va ‘Seda Bal i 134 pdOR) bn 


ie rh ‘Rye 7 ‘ 4 cs “ 
| ae Lae tt se ® ’ : 
ve a a Ns 
is ve. “he jh 
roe aah he ; 


Ree smh ce 
+ aaa ne ia een | 
SHG 2 hakied aa anh bet nb! a a 


» i Pines id yi - 

orobed saxzer dajFe ye oth . arcade ini fa 

Pasa | 6 st wits ater oe sal i‘ 
oi ach a iacalie| Soa | etrbu 9a ata al 4 wie xs asa nuicged tie ee Boe 


assessment is high, the mill rate may be low to produce the same tax 
dollars as if the assessment were low and the mill rate were high. Both 
factors may be variable. Neither can be considered in isolation to deter- 
mine a property tax level. 

As compared with the municipalities, the Province of Alberta has a 
wider tax base only limited by the constitutional confinement to direct or 
"end-of-the-line" taxation. Apart from federal matching grants for various 
schemes, the main sources of provincial revenue are its 36 point share of 
income taxes, the gasoline and fuel oil tax, profits from trading activities 
and funds derived from the sale of natural resources. The province itself 
is comparatively debt free and as of March 31, 1972, the provincial funded 
and unfunded debt amounted to only $270,000,000 or less than $170 per 
Sapire compared with the 1970 per capita municipal debt of $580. 

However, shortly before the present Government assumed office on 
September 10, 1971, there had been a sharp change in the circumstances of 
Alberta. Alberta had consumed some $3’; billion received from the sale of 
oil leases since the discovery of oil at Leduc in 1947. The cash reserves 
of the province had almost gone and for three years, Alberta had been forced 
to Hahcaretan capital purposes as opposed to its previous custom of 
financing public works from accumulated surplus. There had been a drastic 
decline in revenue from the sale of petroleum leases which was not offset 
by the increase in revenue from oil royalties. 

Alberta had been accustomed to comparatively easy financial circum- 
stances. This, despite the contention of the municipalities that they were 
denied a fair share of provincial revenues, was evidenced by generous grants- 
in-aid for verious purposes. For instance, the province paid 75 percent of 
the cost of construction of major roads to an annual maximum of $4,500,000 
in each of the major cities, it built extensive provincial highways and 
secondary roads, it paid 96 percent of the cost of hospitalization, 60 
percent of the cost of basic education, 65 percent of the cost of public 
health, 90 percent of the cost of local welfare and made per capita grants 
to local recreation. This was in addition to its province-wide responsi- 
bilities for medicare, senior citizens, welfare, advanced education, public 


works, lands and forests, industry, etc. 
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The municipalities did argue that many of these grants were 
conditional and over-restrictive. In the name of local autonomy, the 
provincial funding fell short of totally covering many budgets and various 
boards had power to requisition from local councils enough money to cover 
the short fall. The local taxing authorities had almost no power to 
question these requisitions for extras, but were obliged to pay. They 
contended that this obligation thwarted the intention of exercising cost 
control through local accountability. 

Prior to the sharp change in Alberta's financial circumstances mentioned 
earlicr, the local authorities succeeded in negotiating an unconditional 
municipal assistance grant based on one third of oil royalties received 
in the previous fiscal year. This grant was purported to be apportioned on 
a basis of population, deficiencies in assessment strength below the 
provincial average and an arbitrary weighting of population according to 
area of jurisdiction. Apart from the raising of a low per capita assess-~ 
ment to the provincial average, the formula did not take into account 
financial strength. 

When it became apparent to the previous government that the sharp 
decline in revenue from the sale of petroleum leases was not a temporary 
phenomenon, the municipal share of oil royalty revenue was frozen at $38m. 
Other steps were taken. The provincial income tax was increased to its 
present high level of 33 points (36 points as adjusted to conform with the 
new federal system) and prices for liquor, etc. were raised. 

The position of the municipalities was that the freezing of these 
grants without warning or consultation was unfair. They contended that 
the province should assume total fiscal responsibility for all human resource 
programs including education, health, welfare, hospitalization, senior 
citizens and libraries. They wanted increased grants for roads, transporta- 
tion and recreation. The projections for transportation demands alone 
were for $15m per year for each of the two major cities. 

If such a realignment of fiscal responsibility and increased direct 
financial aid were not forthcoming, the municipalities demanded wider 
taxing powers - a bigger share of gasoline tax according to automobile 
population or a portion of provincial income tax based on actual collection 
areas, etc. They pointed in particular to their mounting debt for which 


servicing charges constantly narrowed the room to manoeuvre within existing 
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mill rates. And they appeared unable or incapable of controlling excessive 
wage demands by the highly unionized public servants at a civic level. 

The escalation of costs was for this reason most noticeable in the 
labor-intensive establishments at a local level - that is to say in the 
fields of education, hospitals, police and fire protection. 

Unlike the municipalities, many school boards contended that 
property tax had not reached intolerable levels. They feared that a total 
substitution of some other revenue source for property tax would be a 
possible threat to their local autonomy. At the same time, they asked the 
province to pay 95 percent, or sometimes 90 percent, of the cost of education 
from provincial general revenue. The positions were somewhat contradictory. 

It is fair to say, however, that the are es) ee ts double-position was 
not confined to school boards. Municipalities, laboring under financial 
pressure, had similar split minds. They also tempered their requests for 
the province to take over or to fund programs with a nagging fear that 
they would lose local contol: 

During the past ten years, attention had frequently been drawn to 
the fact that Alberta remained the only Canadian province without a sales 
tax. Proponents of a retail sales tax pointed out that there was a pros- 
pective yield of from $90m to $150m, depending upon the percentage 
charged and the range of goods exempted. The counter-argument was that 
Alberta governments were already spending more per capita than other 
jurisdictions and that they were able to do this by virtue of petroleum 
revenues. Under these circumstances, a sales tax was an unnecessary burden 
on the people unless it replaced some other tax. The slump in sale of oil 
leases revived pressure for a provincial sales tax. 

However, the Task Force was aware that the new government had already 
calculated that oil royalties could be increased to yield an extra $50m 
to $90m annually without harm to the industry. The changing world energy 
picture pointed to a steady increase in oil royalty revenue even without 
such an increase. And there were widely-expressed opinions in the 
industry that Alberta natural gas was seriously underpriced in relation 
to the continental market. Any improvement in gas prices would enhance 
the provincial royalty picture. The position of the now government that 
a sales tax was not necessary at the present time was therefore understood 


by the Task Force. 
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MITERMINING BUDGET LEVELS 


There has recently been a determined effort by governments and civil 
service departments to apply program budgeting. This type of management 
control is common in industry, but has been rare in the public service. It 
requires uniform reportins methods by department to give early warning 
where estimates may be exceeded. And it enables management to make meaning- 
ful comparisons between performance of similar units. The Task Force supports 
the trend and recommends that such management tools be used throughout the 
public service at both levels of government. 

Although the public service does not usually have the discipline of 
necessary profit, there is no reason why standard business considerations 
should not be used to control costs - inventory controls, purchase price 
comparisons between departments, efficiency reviews, rotation of personnel, 
comparison of labor costs between similar units, hiring policies, overhead 
percent aes of cost, collection policies and office management, etc. 

The most efficient industries long ago realized the danger of bureau- 
cratic calcification on vertical lines. Hence the number of task forces 
or management study teams hired from outside the structures on a short 
term basis. These teams of outsiders recomnend short cuts across vertical 
lines and better utilization of people. 

This Task Force, also temporary and drawn from outside the public 
service, recommends such periodic reviews for all civil service departments. 
In this area, the larger urban centres such as Calgary and Edmonton have 
shown an example to the provincial government by their readiness to accept 
structural change. The essential point to remember is that the reforms can 
seldom be accomplished by teams drawn from within the structure. For obvious 
reasons, the lower echelons on the totem pole are afraid to upset those at 
the top. And those at the top are, like all architects, in love with their 
own work and resentful of change. 

As opposed to business, the public service recognizes few restraints 
on its spending habits. In the past, perhaps the only one has been the 
reluctance of elected bodies to incur unpopularity by imposing heavier 
taxes. Even this brake often proves difficult to apply. The demand - 
push on costs comes from the bottom - from both the public and from elected 


officials who make promises in search of popularity. Neither the public 
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nor the politicians seem to realize until budget time that payment has 

to be made for increased service from the state. The delay in recognizing 
reality limits the options and makes the need for additional government 
revenue inescapable. For instance, there is goed cause to doubt whether 
local governments take into full consideration the eventual effect on 
their budgets of agreeing to wage increases that are in excess of wage 
levels in the private sector of the economy. 

The Task Force is generally of the opinion that many provincial 
departments are over-staffed and that the time of many civil servants could 
be effectively redirected to give better service through structural reorgan- 
ization. And it believes that the main cause of financial strain at a 
local government level arises from gencrous annual wage increases granted 
to the highly-organized civic unions. Both more effective deployment of 
the provincial civil service and guidelines to assist local governments 
in wage negotiations can be accomplished by the Minister of Manpower and 
Labour. 

But the main controls on spending must rest with the Provincial Treasurer. 
His ultimate responsibility to control necd not inhibit local autonomy. 

Nor need provincial assumption of total responsibility for funding certain 
programs preclude local control over operations within a pre-determined 
budget. 

For instance, it must be proper that the Provincial Treasurer take 
a greater interest in the combined municipal and provincial debt within 
Alberta. Almost all municipal debt is guaranteed by the province. Any 
assessment of the province's credit for borrowing purxposes must recognize 
per capita debt at both levels of government. 

Certainly, the theory that local accountability will slow rising costs 
if the province funds some programs short will not and has not worked, An 
autonomous board which knows it can call on property tax for any over- 
expenditure will exercise little restraint. And the local taxing authority 
under present laws must pay the bill for the extras on demand without 
question. If the area of jurisdiction of the requisitioning body does not 
even coincide with the area of the taxing authority evan the faintest 


remaining vestige of local accountability is lost. 
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The Task Force thinks in particular in this context of hospital 
districts, local health unit districts and contract areas for senior citizen 
foundations. It does not regard the problem as quite so acute for school 
districts and counties because the bodies are elected and their boundaries 
are generally co-terminous. 

Exercises in financial reform are seldom popular, so that the Task 
Force was not surprised when there was some disagreement with its suggestion 
that government budgeting should begin from the top. 

However, it reiterates its opinion that Canada is spending 36 percent 
of its Gross National Product and that this is as big a proportion as any 
governments should spend in the free world. Specifically, governments in 
Alberta at both levels are spending 18 percent of the Gross Provincial 
peeatee (the remaining 18 percent is spent federally) and the Task Force 
does not believe that these expenditures should rise by more than the 
annual growth in the G.P.P. Those with a different political philosophy 
may well disagree. Current annual increase in the G.N.P. is around 7.5 
percent. 

The Task Force subscribes to the old adage that ''a coat should be 
cut Leontine to its cloth". In its opinion, this is the only way to 
measure the cloth. 

There is no reason, however, that a local authority, dependent primarily 
upon property tax, should not also take into account its real estate and 
population growth when arriving at a yardstick for measuring its budget. 

A standard method for determining the proper size of a government 
budget is to take 35% of the gross product of its area of jurisdiction. 
According to Page 1 of the Canadian Tax Foundation Report on Provincial 
and Mimicipal Finances 1971, actual expenditures by all governments 
amounted to 35.5 percent of G.N.P. in 1970. Revenues amounted toa 37 percent 
of which the federal government took some 18 percent or about half. 

A reliable estimate of Alberta's current Gross Provincial Product 
is not available. Guesses vary at from $5.5 billion (income portion) 
to $7.5 billion. The Worth Commission has chosen to take an estimate of 
$6.2 billion as them /0,G. POP rising by 7.25 annluallyetosl iy Oe bild2on 
in 1980. ‘The Task Force has taken this figure for its report (i.e. $7.165 


bildvon Gored9\/2ne) 


oo, ond Ke 


42 Tha civ 


oe 
soashas aa: a By ie sy 


cotaubnund ‘thay We fad» 


Haut ony ad, ‘ami 
nos ttn gin sd slid ter sramgque 


war 


ae ne 


Ieyox ag 9t anabr; qe x, Bia 
h 
i r 
Vor fn eset ore 6 Rte ane 
: 
1h atasin > 
eh sep 
Ses eoNG 
{apentvoyt «suey odd ve 
og! ays anit bie yt tin ws a5) i neq : ot a , 
" ’ yi | ‘ 


OA es erseaey aXe ee! ne 2 A hy ae se) ar 7 y 
rf d : nay . ay é 
fap - Soa ee Piven 
iqome lida testi ed SHG VIR Rit a) Bae ‘ - 
; sea iain plerimicodt Detar vii & . 
cut “fave ta om 3 ED dian 


ise sa > Fe _ 


PoP. wr i mt wepneyteate PRS. 

aan ae tt wip bonteree se Ba 
h md a hail eae soins . a ’ | 

(T0239, bes Mi, % woe ay — 6 70 ane mye y ade ae a - 


en cai Ay uae Serr a | 
teboniwons td | Si f a oe ' ’ hr Ld ' ~~ ne if 
ara | pea! att hi eae nl 
Parke. fete i he Guu," Davia 


want ug =u nie 


Bet, avo i a oe 


i 


i- , oP ace eae \ 
tage Vg] ’ - ; e J ae if Z WF age enh Mery 
wy ter ak ee 


if 


A ee Ld ‘ r 64 
at Re bead i A) ~oeey i ee 
slits sda email i aa 
GST aoe lags: id tay 
ei 9 b Alert a Pi A ier 8 
TL oe fais eee f ’ vay wre | Pw ig Ns a 
7 ~ i Nite 
‘a sd vt wr Av 7 i Le ae Da ‘ 
’ : ty ; oe ria Lute wb * ye 
py xP) a <7 7 
! . rf : j s 

J : : f ' ea} p it 

We. 219 ' 

a) f 7 . J 

, ‘NM aay 7 

2 my > f' 7 ' re 1 
aaa w ha Pees | ) 
" on 7 i ay y 
vi a3 aes ae f0 
ie ; ; 
a i i 
‘aier 


= oh 


If the 18 percent presumed to be spent by the federal government 
is eliminated, an exercise of admittedly doubtful mathematical reliability, 
the 18 percent remaining to both levels of government in Alberta is 
$1,289,700,000. But income account expenditure by the two levels of 
govermnent in Alberta, after transfer payments are eliminated, was as 


follows:- 


Province (1972 estimates) Sie 45,525,000 *Budget 
less Federal transfers 228, 393,000 address 1972 
917,132,000 
*«* Municipalities (1971 tax 2 5d OG eae 
eI 2) $1,168, 300, 321 


These figures are by no means absolute, but they are close enough to 
indicate that within $100m, Alberta is now spending on income account at 
both levels of government the recommended percentage of the G.P.P. (Local 
authorities do have other minor sources of revenue from sale of utilities, 
licenses, fees, etc.). The anticipated increased take from the oil 
industry will bring the level to 18 percent. 

It is fair to say that any extensive increase in government spending 
above these levels should not take place. Growth in spending at both 
levels of government should now be limited to the annual increase in the 
Geek, 

The aforementioned calculations do not include borrowing for capital 
account although they do include the cost of servicing public debt. 

As of March 31, 1973, the public debt in Alberta (funded, unfunded and 
guaranteed) is estimated at $2,205,000,000. This represents striking 
srowth from the figure of $1,875,078,737 as of March 31, 1972, The growth 
has been averaging seme 15 percent per year prior to 1972 and is more 
pronounced at municipal than at provincial level. 

It is considered that a prudent level for public debt is no more than 
50% of the G.P.P. which is increasing by 7.5% annually. 

If this guideline is taken to be 50 percent of only the income portion 
of the G.P.P., a prudent level for current public debt would be probably 
around $2,500,000,000 or only $300,000,000 more than current levels. If 
the guideline is the $6.2 billion total G.P.P., previously mentioned, 
there would still have been a cushion of some $800,000, 000 in borrowing 
power before the recommended level of $3 billion was reached. Beyond that 
level, the debt should be maintained at annual increments of no more than 


7.5 percent. 
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These propositions i:iustrate the urgent need for an accurate 
calculation of the G.P.P. This task is presently being undertaken by 
the Alberta Bureau of Statistics, but is not expected to be completed 
for two years. 

OncestherGo ror amesieu is reliably detemnined, advice on recommended 
per capita debt should be issued for the benefit of municipalities. The 
old guideline that debt servicing charges should not exceed 20 percent 
of the tax levy is no longer sufficient. Nor are guidelines related to 
total assessment since public debt should be considered in a total 
Alberta context. The present system of allowing guaranteed borrowing 
from the Alberta Municipa] Finance Corporation on a basis of so much per 
capita lacks basic business commonsense. A local authority with a small 
debt nay be justified in secking to borrow far more in a particular year, 
One with a heavy existing debt should be dissuaded from borrowing. 
Control over permitted debt should rest to a large degree with the 
Provincial Treasurer. 

Tlowever, from the point-of-view of how much the province as a whole 
is entitled to borrow as its share of the Canada Pension Plan funds (the 
major source of revenue from the A.M.JF.C.), the Task Force believes that 
Alberta should be entitled to expect the dominion to purchase Alberta 
debentures from this financial resource at a level of $70 per capita 
rather than the $50 per capita, or the $60 per capita under special 


conditions, as at present. 
DIVISTON OF TOTAL ALBERTA REVENUES 


The Task Force took the approach of measuring the present combined 
budget of the provincial government and all Alberta local authorities. 
As previously explained, it began with the assumption that the present 
government expenditure at both levels was close to an acceptable percentage 
of the Gross Provincial Product. 

If that premise is not accepted, it is indeed true that a study of 
greater depth into provincial-municipal financing is required. But this 
Task Force maintains the assumption is valid and that there need be no 


extcnsive research into alternative sources of revenue at the present time. 
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For many years, local authorities have complaincd that human 
resource programs should be financed by general provincial revenue 
rather than by property tax. Specifically, education, health and 
welfare had proved the most difficult of all government expenditures 
to contain. Although the bulk of these costs were already covered 
by provincial and federal funds, the smaller portion left to local 
authorities was proving onerous. The property tax base was already 
strained by rising costs for the many other services at a local level 
such as police and fire protection, recreation, parks, libraries and 
various engineering services of direct benefit to property. In all 
areas, there was particular alarm at projections showing anticipated 
costs for transportation and sewage disposal. 

The redirection of human resource programs towards the province was 
an essential part of the Task Force terms of reference. It was the main 
part ‘of local government submissions over the years. And it was an election 
promise to which the new government was conmitted: 

The Task Force, therefore, makes no apologies for its concent ration 
on this aspect of its brief. By far, the largest human resource program 
financed to a ae degree by property tax was education. All property, 
except summer villages, which contributed one third of the scale, paid 
a provincial levy’ of thirty equalized mills into a school foundation 
fund. These monies covered approximately one third of 85 percent of the 
average cost of basic education in Alberta. The balance of two-thirds for 
the central fund came from general provincial revenue and the balance of 
15 percent of over-all average cost came again from property tax by way 
of supplementary requisition. 

To relieve all or part of this property tax burden would have major 
significance to the people. The Task Force was conscious of two major 
constraints in any solution - that it should not go beyond what the province 
could afford and that it should preserve local autonomy. The relief of 
the education tax load on property tax would in itself ease financial 
pressure on the municipalities. 

Total Alberta expenditures, excluding intergovernment transfers, are 
estimated at $1,551,921,000 for 1972 (See Figure 1). Human resource 


programs account for about 50 percent of this combined net budget. (Totals 
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differ from those on the previous page because of the public account 
practice of mixing capital and current expenditures, because miscellaneous 
sources of revenue are included and because fiscal years differ for the 
two levels of government). 

It should be again emphasized that these Pilacns eliminate all 
transfers such as provincial grants to municipalities and federal matching 
grants to the province. 

The local authorities presently fund the following of the 49 percent 


of all expenditures deboted to human resource programs, 


School Foundation Plan 72 30i/ 
Supplementary Education Ale 
Public llealth . 30 
Hospitalization aod 
Senior Citizens Homes 04 
Local Welfare -46 
Recreation 2aa8 
NS reHOvs 


In addition, general municipal 
costs are, of the combined 
budget POTENT 


Total SW IL 


If the province assumed responsibility for the following: 


pie Swe, Wenae 33684 
One-third Supplementary Education .87 
All Public Health 0 
All Hospitalization, Or 
Half net Social Assistance only a f25) 
5.45% 


the percentage of the combined Alberta budget financed at a local level 
would be around 30 percent. 

The Task Force thought this a fair target at which to aim, believing 
from its calculations that in broad terms the province, with its wider 
tax base, should assume at least two-thirds of the funding responsibilities 


for Alberta (excluding federal transfers). 
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FIGURE I 
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Tt should be noted inves that many of the urban municipalities did 
not accept this hypothesis. They appeared to resent the direct relief 
from education levies proposed for property owners and would have preferred 
individual taxes to remain unaltered while the extra funds proposed for 
the reform were directed tu local councils to‘disburse as thev saw fit. 
They also opposed the suggestion that other human resource costs be assumed 
by the province at the expense of a partial reduction in municipal grants. 

While the Task Force took into account their representations and, as 
will be seen elsewhere in the report, increased proposed grants to munici- 
palities, it did not alter its recommendations as they pertain to the 
individual property owner. 

In fact, the Task Force recommends an increase in the relief to 
individual property owners over the level suggested in August. It also 
proposes an increase in municipal assistance grants, while maintaining its 


purpose of assuming more responsibility for human resource programs. 


PROPERTY TAX 
PROPERTY TAX 1X GENERAL 

The regressive nature of property tax has already been discussed 
earlier in the report. Here, the Task Force deals in particulars. 

Although the general thrust of government policy is to relicve, as 
far as compatible with local autonomy considerations, property tax from 
the cost of human resource programs, it is not envisaged that property tax 
can be abolished entirely. Certainly, its main function should be to 
finance services of real benefit to property. 

But there must also be recognition that property development itself 
is a major industry in Alberta. There is a clear distinction between 
property held for shelter and property held for profit. With present 
constitutional Jimitations on taxation by provinces, property tax 
remains a clearly defined direct tax which provinces may use to raise 
revenue. Commercial and industrial property must contribute to government 
revenues in one form or another. For instance, manufacturing industry in 
Edmonton and office buildings in Calgary represent enterprises that can 


be Jepitimately espected to contribute to the cost or alll state services, 
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including huran resource programs. Although in some provinces 
production taxes or taxes ~S a percentage of gross revenue are levied 
in lieu of property tax, this path is not at present followed in Alberta. 
(Ontario does it for telephones and Quebec does it for pipelines.) 
REST ENTIAL VERSUS INDUSTRIAL 

It is axiomatic that residertial property tax alone cannot pay 
the full cost of service expected fron the state at a local level and 
that the balance must be made up by contributions from the commercial 
and industrial sector. This is the main cause of tax imbalance in 
developed areas - a dormitory town may not be viable without industry, 
a sparsely populated rural district may become suddenly tax rich in 
relation to its population because of industrial overspill from a city 
or because of isolated industry such as gas plants, another local 
authority with greater population and responsibilities may be struggling 
along on a weak tax base while its neighbour is rich and so on. Jt 
is for this reason that the suggestion is often made that industrial 
taxcs should be shared in some manner throughout the province after 
proper consideration is piven to the extra responsibilities occasioned 
by the industry to the site municipality. If justice is to prevail in 
such schemes, thought must also be given to leaving an even larger 
share to the site municipality on the assumption that all industrial 
growth is not fortuitous and some effort to promote industry is required 
by a local authority. Predictably, the "have! municipalities resist 
such proposals while they are welcomed by the "have nots!. This was 
the reaction to the survey of municipalities relative to Bill 91, 
a proposal of the former government to pool taxes from electrical 
transnission lines, pipelines and railway lines, leaving only 25 percent 
of the revenue with the site municipality. 

The Task Force recomnends that Bill 91 be accepted in principle 
and agrees with the broad objective of the former government. Trans- 
mission lines, pipelines and railway !ines are not true industrial 
assessment in the accepted sense of the term. They are not labor- 
intensive and cause little burden to the site municipality. Certainly 
a sual] inconvenience is caused by the sterilization of land use in 
their corridors and by the truncation caused to some land parcels. 


Hence the proposal that at least 25 percent of the tax yield be left 
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with the site municipality. Excluded fron this consideration would 

be the base facilities such as power and gas plants which are move 
analogous to other secondary industry and do indeed require Support 
services from the municipality. We refer only to the transmission 
facilities which are about as fortuitous to the site municipality as 
the natural resources themselves, where the principle of sharing across 
the province is already accepted. 

However, the Task Force recaumends further study within the 
department before a policy is implemented. The proposed assessment 
of $8,300 per mile for railway lines is perhaps too high and a lower 
average of $5,000 per mile for main lines and $3,000 for branch lines 
would appear more reasonable. A better definition of what is a main 
line, a branch line and a spur line is urgently required. Also, the 
definition of main line super-structure is too vague. For instance, 
all micro-wave towers should be assessed inmediately in the opinion 
of the Task Force. 

But the Task Force advises caution over upward reassessment of 
railway lines at the present time. A fundamental change is about to 
take place in grain-handling methods across the prairies. If this 
results in the closing down of many country elevators and rural railway 
lines, the effect on the tax base of rural towns and villages will be 
profound. Any tax change which might accelerate the redundancy of 
rural railway lines must, therefore, be the subject of a separate 
study - perhaps jointly by the department of Municipal Affairs, 
Agriculture and Industry. 

It was a reaction to the first indications of this trend that the 
Task Force recommended in the Spring of 1972 that economic obsolescence 
for grain elevators be limited to 25 percent. This recommendation was 
accepted hy the government and became law. However the Task Force 
recognises that this was only tenporary first-aid and was not a solution 
to the impending revolution in the grain-handling system. It does 
recomend now that the province begin to build up a sinking fund to 
assist towns and villages whose tax base might be grievously diminished 


by such changes within the next five years. 
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Another reason for de tay in proceeding with legislation regarding 
pooling of transaission fucility revenue is the uneertainty over the 
well-head price for natural gas. The Task Force is convinced that 
pipelincs are under-assess.d and under-taxed comparcd with ether provinces. 
For instance, the level in the Ontario Assessment Manual is almost four 
times as high as in the Alberta. Even allowing for lower mill rates there, 
it is probable that pipclines are under-taxed by as much as 50 percent. 

But a recent study by the Oi] and Gas Conservation Board reports that 
Alberta netural gas is being sold at less than 60 percent of its market 
value. The two facts cannot be considered in isolation since one has 

a direct bearing on the other. 

And finally, recent applications before the Board of Public Utilities 
for a sharp increase in power rates makes it inadvisable to change the 
tax base on the strength of figures which may soon be out-of-date. 

The Task Force would prefer a property tax assessment based on megawatt 
throughput to the Sad head ote system of assessment by replacement 
cost of lines and structures. Here again it recommends a detailed study 
by the Departyent of Municipal Affairs and the Department of Telephones 
and Utilities. Such an approach would require revision of the proposals 
i Be 

It should be recognized that "foundation plans!" for specific state 
purposes were not without merit in the interest of sharing revenuc across 
the province. Similarly, an atte:pt was made to equalize benefits in the 
formula devised for distribution of unconditional municipal assistance 
grants. Here the arrangement was to bring all the ''have nots! up to the 
averaye per capita assessuent in the province and to multiply real 
populations in sparsely populated areas by an arbitrary factor to 
compensate for area of jurisdiction. The formula is far fron satisfactory - 
too much consideration is given for empty land and tax rich areas still 
benefit from the method because no attenpt is made to bring their 
abnormally high assessment down to the median. The main costs of an 
urban local authority have been services connected with people, particularly 
education, more than roads, etc. But the cost of maintaining district 
roads forms a larga part of municipal budgets in rural areas. 

The ‘ask Force therelore recommends a new approach to the payment 


of the unconditional municipal assistinece grants. The basic principle 
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is one s financial nee taking into account the following: 

(a) assessment ov vax base strength as conpared with other 
munieipalitics of a similar type. There should be an 
attempt to se;arate apples from oranges in other words. 
The circumstauces of the major cities cannot be compared 
with those of uw small village. The suggested categories 
would be major cities, small cities and towns, villages 
and counties (including municipal districts, improvements 
districts and special areas). A median as opposed to an 
average assessment per capita would be struck for urban 
authorities in cach of the categories and an assessment 
deficiency payment calculated for the poorer. 

(b) there should be a ceiling on provincial grants, even for 
the poorer municipalities, on the principle that there is 
a judicious limit to how much a local authority should 
be propped up by grants after its ecmomic viability is 
in doubt. In other words, there is a point when the cost 
of their incorporation or independence is more than other 
Albertans should be asked to bear. 

(c) weighted population averages to establish means. 

(d) weighted average assessuent per township in rural areas. 

(e) per capita assistance related to paywent of $20 per mile 
of district road in rural areas and $2 per capita police 
grant in urban municipalities not covered by a provincial 
RCNP. contract. 

An explanation of the formula in detail and of the recommended grants 

to each municipality are contained elsewhere in the report. 

The Task Force will also repeat itself in more detail elsewhere in 
the report on the subject of equalized assessment for foundation plan 
purposes. ‘Under the Task Force proposals, equalized assessment will 
still be necessary since the school foundation plan will still be 
funded in part by a provincial levy on sone property not included in 


the benefits proposed in this report. 
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But the equalization prop. :' should only relate to land and will always be 
necessary so long as a dii,.ient assessment ceiling is applied to farm Jand 


as opposed to urban land. btyualized assessment can only become redundant 
Wheu full market value bec. «°s the common assessment yardstick. However, 

the Task Force recompends cancellation of the Equalization Board practice of 
giving a one percent depreciation on all assessed improvements for each year 
since the last general assessment. It can see no logic in the practice. And 
it recommends cancellation of the practice of allowing an option to assess 
single-family residences lower than the rest of the assessment role. Assess- 


ment should be uniform, as far as possibJe, across the province. 


ALBERTA METHOD OF APPLYING PROPERTY TAX 

Although the regressive nature of property tax is well understood 
insofar as its burden upon low and fixed income groups are concerned, it is 
not true in terms of averages that property tax has reached cxcessive limits 
in Alberta. 
(a) Residential Property 

Applying an average mill-rate of 70 mills, residentizl parcels are 
now taxed in Alberta at 2.6% of market value. An absolute Hates Bhs; (exehbls 
sidered to be 4% and 3% is a tolerable level for all except those whose income 
is low in relation to the property they own. (Note: The Task Force is aware 
that commissions in New Brunswick and Manitoba prior to 1964 maintained that 
2% of truc value was the tolerable liwvit.) 

Assessment according to the current manual is 65% of market value for 
land and 45% of the 1963 replacement costs for improvements. 

General re-assessments are carried out every eight years althougn the 
physical limitations of assessment staff cause many to be late. 

While a rural town might be easy to re-assess, a large metropolitan 
area might be late in applying new guidelines. For instance, most towns 
are already at 65% of market value for land while Edmonton will only go on 


this basis in 1973 and Calgary may be a year later. 
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For the purposes o} cqualization formula, municipalities report 
the level their land assestment may bear to market. The figure is 
taken at face value and caleulations are made to bring it up to a common 
Alberts level. No checks are carried out to test the veracity of the 
report on which so much cepends for fairness. The Task Force reconmends 
that these reports be checked by spot checks done by a team of inspectors 
and appraisers from the Department of Municipal Affairs. 

Depreciation is allowed on buildings for age, condition, functional 
obsolescence and econonic obsolescence. The latter two considerations are 
qualifications towards assessment by market value rather than by 
replacement value of building which is the more exact Alberta method. 
However, the qualification is necessary to allow for changes in value 
which may have been caused by such factors as the bypassing of a town 
by a highway or a decline in marketability because of reduction in 
demand in a rural area, 

Ontario is now attempting to leave the replacement value concept in 
favour of full market value as an assessnent benchmark. This change 
requires all assessors to be qualified appraisers and even then would 
take considerable time. Even when it is accomplished, much nore will 
be left to judgment than when the base is a simple measuring System on 
replacenent value. 

llowever, Since some market value considerations are already contained 
in the Alberta system - for land and for obsolescence - it is recomnended 
that a policy be instituted for all assessors to take courges towards 
becening accredited appraisers at department expense with a reward of a 
pay grade for accreditation. 

In the interests of equalizalasscssment across the province, Ontario 
has assuned all assessment responsibility and cost at a provincial level. 
This also reduces the danger of political pressure upon local assessors, 
which has not occurred in Alberta, but has been known in the United 
States. The Task Force thinks this is a desirable objective. But at 
present, the assessment personnel in the cities are perhaps better paid 
and better qualified than many of those in the civil service. Mence the 


need for rapid upyrading of provincial assessors. 
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RELATION TO MARKET 


-_-_-_etoo 


The following study shows the relationship in broad terms of Alberta 


assessnent and property 12x to market. 


PROPERTY ACORSSIENT IN RELATION TO MARKET 


(Based on 1963 Manual being 70% of today's cost) 


VO0e of 1963) = 70% cob a7 
Of this 45% is used as taxable assessment 


BUILDINGS: 


In comparison to today's cost, this represents: 
45x 70 = 31.5% of market 
Land in theory should be 65% of market bur rarely is. 


On this basis, if the assessment is properly done, 
comparison could be explained as follows: 


(Assessment 
of market ) 
80 x 3122 = 
P ss@ssment 
(65% above) (ag market ) 
20% of value =) 20" x 65 
Assessment of property overall is 


(31.5% above) 
(Buildings: 80% of value = 
Proper ( 
Ratio (Land: 


(value of 
property) 


the market 


Zee 


13.00% 
38.20% of market 


Using 70 mills onry7i,of this, the tax is 38.24 x 77 = 2.6% of market 


Is land, say in a residential area, is 40% of market (often the case): 
Buildings would be 85 x 31.5 = 26.75% (Buildings would have 
Land would be, say 15 x 40 = 6.00% different ratio due to 

Soros low land value) 
33% x (7/0 mills =) 7) = 2.137 of market would be the tax. 
Propety worth $12,500: 
Buildings only $10,000 (house) 
Assessment 10) 
7,000 
Building Assessment level ore AB) 
3, 150 
Land assessment G25 
(654 one2, 500) 
Total Asscssinent Cee 79/5) 
Mill Rate ; 70 
Tax $ 325.425 
% Tax to market U2500 Rx KS See 2 
X or % of market value is 25 DO) OF 20 


(Assuming land is at 65% of the market) 
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There are, however, many items such as driveways, fences, landscaping, 
which are not assessed although market may indicate that they contribute 
to the property value. As a result, when the total property is considered 


the % tax to market would be slightly under 2.6%. 


If land is 40% of market: 


Assessment Buildings SuS5 Lo” 

Assessment land 1,000 
4,150 

At 70 mills tax is See Zg0k 50 

% Tax to Market Zaoui 


Industry (machinery and equipment) could be said to be ¥% ot this 
in larger urban centres - 1.335%. Annual depreciation is given 
and this property is based on a 15 year life so after 10 years the 
depreciation is down to 50%. A home or buildings would receive 


no depreciation between general assessments. 


In rural areas where land assessment is low, the ratio would be: 


(As ‘related to 1971, 
when machinery is new) 


TOV 22s .CLOb mi Lsaio tau) 1.1% of market 
Depreciating annually down to 50% or = .55% of market 


A.G.T. equipment, generating equipment and equipment on pipelines gets 
50% depreciation when put on the roll for the first time. This would 
make the. first assessment 50% of 2.3 or 1.1% of market or replacement 
cost, i.e. if the total property was assessed properly to start with. 
Pipelines are assessed on 1963 cost but 50% depreciation is given to 
these properties when setting up the rate. So in reality, they are 


assessed at 1.1% of market value when new. 
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SITE TAXATION 


For many years, if not centuries, there have been zealots who promote 
complete reliance on land to the exclusion of improvements as a property 
tax base. They argue, with some justification, that a tax on improvements 
is a deterrent to proper utilization of land. It encourages urban sprawl 
and bad property maintenance. Since the dispersal of municipal services of 
every kind, from public transit to utilities, is a main cause of rising costs, 
their crusade has some surface appeal. No doubt if site taxation were fully 
applied, we would have smaller but more densely populated cities. 

But in practical application, the theory has many pitfalls. Canadian 
cities are in a constant state of flux. Rigid zoning without amendment is 
impossible to maintain for long. If site taxation were applied to areas in 
transition, those whose land had not achieved the highest use would be badly 
hurt. A mere desire of planners or a change in zoning does not change market 
values overnight. And to use taxation as a lever to obtain maximum develop- 
ment of land could be to force people to sell their land for less than it is 
really worth. Enjoyment of property is a fundamental Canadian right. And 
many Canadians have expressed their desire to live in suburban homes with 
ample backyard space even though some might maintain this is an inefficient 
use of land. 

Perhaps site taxation might work in a city where development was static, 
where zoning had been established for many years and already reflected the 
bulk of the land use in the area. But the Task Force does not recommend that 
the Province of Alberta attempt to break new trails in this direction. 

However, the Task Force does accept the concept of full market value as 
a yardstick for assessment. In this case, full consideration is given for 
both land and improvements in putting a value to the total parcel. Even 
farm lands can be more fairly assessed at full market value, for a parcel 
where improvements are included. The Task Force recommends that the 
Government of Alberta set 1978 as a target year for conversion to full market 
value for all assessments. The percentage of that total figure to which 


mill rates can apply will then be determined by regulation. In this context, 
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the Task Force agrees completely with the Ontario Committee cn Taxation. 

The only proviso is that market value should reflect its present reasonable 
yield and not some hypothetical yield after future capital gain. Speculation 
can be taken care of by other means. 

In the interim, until 1978, the Task Force recommends that assessors apply 
100% of market value to land as opposed to the present 65%. As shown in our 
simple study on the percentage of property tax to market, land now is often 
only 20 percent of total assessment in urban areas. This only aggravates the 
weaknesses pointed out by site value proponents. 

The Task Force therefore recommends an increase in the percentage of 
assessment directed toward land. This increased assessment should result 
in a general reduction in mill rate. If the Minister of Municipal Affairs 
does not wish to change the size of the assessment roll, however, a parallel 
reduction of improvement assessment to 41 percent of 1963 replacement cost 
could be ordered by regulation. 

So far as farm land is concerned, there will be some improvement in the 
assessment base if the Task Force recommendations in regard to small holdings 
are Ateeoted: However, the $40 per acre ceiling on prime land is no longer 
reasonable. Deemed in 1959 to represent 35 percent of market value, it 
probably now represents no more than 28 percent. Mill rates are becoming 
unreasonably high in rural areas due to the over-reliance on under-assessed 
land. An increase of 10 percent to a ceiling of $45 per acre should reduce 
mill rates by a corresponding amount. 

MACHINERY 

Property tax is applied to machinery in Alberta on a basis of 22); percent 
of replacement cost when new. Generous depreciation tables are then applied 
so that after 10 years, the assessment may be down to only 11 percent of the 
replacement cost. Some industries have been pressing for age-life depreciation 
tables to be applied over more than 15 years. 

The taxing of machinery is an option in the Municipal Taxation Act. 
Municipalities may apply a business tax in lieu of machinery tax and the 
general practice is to tax at a rate of 10 or 11 percent of fair rental value 


of space occupied. 
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The only prohibition on the size of business tax in the Act is that 
it shall not exceed 25 percent of assessed value. There is no obstacle 
to applying both methods, machinery and business tax, to different properties 
within a taxing jurisdiction. 

In practice, municipalities generally choose one route or the other. 

Tor obvious reasons, the cities, which have extensive commerce and office 
buildings, prefer the business tax. On the other hand, rural municipalities, 
where commerce is smaller, usually choose the machinery tax route. 

Recent calculations in the City of Calgary showed that there would have 
been a slightly higher yield from machinery tax than from a business tax 
at 10 percent of rental value. But the margin in favour of business tax has 
probably increased since recent extensive construction of office buildings in 
the downtown core and of suburban shopping centres. 

Although the yield from machinery tax is almost identical at 1.3 percent 
of replacement value with the yield from business tax at 1.3 percent of the 
value of. space occupied, the application of depreciation tables to machinery 
soon gives it an advantage. 

There would obviously be difficulties in applying a business tax as opposed 
to a machinery tax to machinery intensive industries such as gas plants, 
fertilizer plants and refineries. 

The philosophy of applying property tax to machinery is open to argument 
on the grounds of public interest. Manufacturers maintain that it is a tax on 
the tools of production. It can therefore prejudice chances of obtaining 
job-providing secondary industry in Alberta. The government has recognized the 
need for greater diversification in the form of secondary industry, particularly 
in rural areas. And everyone recognizes that there is intense competition 
for such industry between Canadian provinces, few of which apply a machinery 
tax. Actually, the understandable application of machinery tax in rural 
areas in Alberta, when the major cities choose to apply a business tax instead, 
may well prove a deterrent to the establishment of.secondary industry outside 


the metropolitan areas. 
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The Task Force reco.mcnds that the Department of Industry advise 
rurai centres of their right to apply either business tax or machinery tax 
to different classes of business at the time new industrial development is 
discussed. 

Industry, such as gas plants and refineries which are not labour- 
intensive, do not warrant these special considerations. The Task Force 
recommends that a machinery tax be applied to such extractive industries 
even if they are within a major urban area where business tax is generally 
applied. At the present time, full property tax is generally applied only 
to storage vessels and buildings. 

Although the business tax option may be taken, machinery is essessed 
everywhere for the purposes of equalization. Cities are required to 
declare the assessment of machinery that has not been directly taxed. 

The provincial levy of 30 equalize’ mills is then applied to the total. 
These figures should also be checked by a municipal inspector from the 
Department of Municipal Affairs. An under-statement of machinery assessment 
would be unfair to other municipalities in the province. 

PIBELINES 

All pipelines are at present assessed at 45 percent of replacement value. 
An immediate reduction by regulation of 50 percent is then applied bringing 
the effective assessi.ent down to 224 percent of replacement cost. No further 
depreciation is allowed for age, but economic obsolescence can be argued. 

The system in Cntario is to apply full replacement cost and to alley a 
depreciation of 5 percent every three years, down to a maximum of 50 percent. 


For example, the Alberta manual gives assessment of 3% inch pipe at 35.50 
per foot. The Ontario manual cites $24.50 fox the same class of pipe. 

Mill rates in Ontario are generally lower, but the facts are stili clear 
enoush. In the opinion of the Task Force, pipellimes are under=assessec. 
Faueven it recommends reforin should await resolution of outstanding 
negotiations concerning the well-head price cf natural gas. 


If the government proceeds on the basis of this recommendation to 


re-assess pipelines, the extra revenue should accrue to the province as a 
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whole rather than to the site municipalities. There are many instances in 
the province of a county with comparative wealth from pipelines which is 
not shared with strugglin; towns and villages nearby. 
Pipelines in areas with a 70 mill rate are paying approximately 1.3 percent 


of their replacement value in property tax annually. 


SPLIT MILL RATES 

Another complication in the present Alberta system is that local 
authorities have the option of a split assessment for single-family residences. 
The municipality may opt to assess these residential buildings at 37% percent 
of replacement value instead of the prevailing 45 percent of 1963 value (the 
old manual basis is 50 percent of 1959 value instead of 60 percent). This 
has the effect of causing the balance of the assessment roll to pay 20 percent 
higher improvement property tax than single-family residences. Edmonton, 
Grande Prairie and 40 percent of the province take this option of applying a 
lower tax to single family residences. Of course, any concession by way of 
reducing assessment for a particular class results in a higher mill rate to 
yield the same taxes although the mills themselves are worth less money. 
(This statement has been questioned by critics of the Interim Report. 
Obviously, 60 percent is 20 percent higher than 50 percent. But since the 
difference only applies to improvements and not to land, total property tax 
is not 20 percent higher in actual implementation. Total property tax, in- 
cluding land, would be from 10% to 15% higher). 

Calculations again have to be made for sake of fairness to equalize 
payments into and out of provincially administered funds. Again tis 
department relies entirely upon the municipality's accuracy in reporting the 
total assessment on which the benefit has been allowed. If they are in error, 
distortions appear in the equalization calculations. These reports are not 
checked by the province. The Task Force recommends that these figures also 
be subjected for the sake of fairness to a provincial check. 

The concept of a lower property tax rate on residential property has merit. 
Our studies show that the absolute limit on commercial and industrial property 
tax is 6 percent of market as compared with 4 percent of market for residential 
property. As we have shown, this ratio exists in Alberta at present if 
business tax and property tax are added together. 


The further reduction of assessment on single family residences increases 
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the net taxes paid on th: valance of the roll. In its response to the Task 
Force interim report in August, the City of Edmonton stressed that any 
increase in general mill rate to compensate for loss of grants would reflect 
adversely upon rental property and business, 

In fact, their present method of reducing assessment on single-family 
residences does exactly that. If part of the roll is assessed at 50 percent 
of replacement cost and the balance at 60 percent, the gencral mill rate 
has to be higher than if the assessment were uniform. And, for example, 
the balance of the property pays net taxes which may be 3.4 mills higher than 
before the adjustment, while that given the lower assessment benefit pays 
3.4 mills less for a difference of 6.8 mills if the split is equal. 

The Task Force is proposing substantial direct relief for owner- 
occupied property. It will also be proposing subsequent relief for rental 
property. There would seem to be little need now for the extra benefit now 
given under the single-family residence lower assessment option. 

There is also no sound logic in isolating single-family residences from 
other owner-occupied residential property such as duplexes. 

The City of Edmonton also expressed opposition to the Task Force 
proposal for a split mill rate. Presumably they preferred to achieve a 
similar end by the split assessment they already practice. 

The Task Force reiterates its argument that assessments should be 
uniform. If policy dictates that special tax concessions or impositions are 
required on different classes of property, the objective should be achieved 
openly, through the front door, by a differential mill rate. The different 
level of taxation is then clear to everyone. Alberta has thought a uniform 
mill rate more sacrosanct than a uniform assessment. The Task Force takes 
the opposite viewpoint. 

Since the present Fdmonton system only applies to improvements, its 
20 percent higher tax rate on the balance of property is the equivalent of 
a 12 to 15 percent higher tax applicd to both improvements and land. And 
since the differential assessment only applies to single-family residences, 
it is obviously not as clear-cut in policy as a split between all residential 


and all commercial. 
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The Task Torce only icld out this proposal in its interim report as 
a suggestion to help municipalities with their financial problems. Im effect, 
it said that while most residential property tax had risen dangerously close 
to 3 percent of true value, commercial property was now paying about 3.9 percent 
of true value (including business tax) and could afford to pay up to 4.5 percent 
of true value. These were only rough guidelines ar? the Task Force did not 
pretend to propose axioms. 

In fact, the extra levy on commercial and industrial property is not 
required by reason of any of the plans proposed by the Task Force. 

In fact, the Task Force now proposes that assessment be uniform and that 
the split-assessment option for single-family residences be removed from the 
Fs This will tend to equalize the huge property tax relief proposed for 
residential property owners across the province. Otherwise, the 40 percent 
of Alberta municipalities taking this split assessment option will gain a 
somewhat larger benefit than others in the province. 

This is a reversal from the discussion in the Task Force interim report 
where it was suggested that all Alberta municipalities follow the split 
assessment technique of Edmonton and Grande Prairie. 

_It will also help Edmonton to overcome any misgivings it may have over 
more favorable treatment for single-family homes than for apartment dwellers. 
Ontario has practised a split mill rate for years and this is a more 

exact method, less open to abuse. Commercial and industrial property in 
Metropolitan Toronto carries a mill rate 10 percent to 15 percent higher than 
residential property. 

PROPERTY TAX INCUIRIES ELSEWRERE 

Most provincial governments have set up commissions, committees, task 
forces or inquiries into local government fiscal arrangements during the 
past decade. Nore have brought in recommendations to abandon the property 
tax base in favor of some other source of municipal revenue. 

The Task Force has drawn heavily upon recommendations of these many 
provincial commissions and agrees with the broad thrust of all their findings. 


In particular, it has studied the Byrne Report from New Brunswick, 1963; the 
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Michener Report from Manitoba in 1964; the Touche, Ross et al study in 

Nova Scotia in 1964; the tielanger Report from Quebec in 1965; the McLeod 
Report from Saskatchewan in 1965; the Smith Report from Ontario in 1967; and 
the Touche, Ross et al study from P.E.1I. in 1969. 

Property tax and its first cousin, business tax, yield $3.3 billion 
in Canada in 1969. This exceeds the total provincial revenues from personal 
and corporate income tax and from estate taxes. And it runs third as the 
largest tax source for all three levels of Canadian governments after income 
tax and sales tax. 

Despite its admitted regressive features, it is the cheapest tax to 
administer, the most difficult to evade and the most certain in its yield. 

Most of these studies went to great lengths to examine the question of 
exempt property which, in some provinces, amounts to 25 percent of the total. 
The majority recommended assessment of all properties, including charitable 
agencies and churches. This Task Force does not agree and recommends that 
any private organization filling a genuine community need for a human 
resource prograin should be exempt. Our logic is that they are performing 
social services that would otherwise have to be performed by government 
and are therefore a net benefit as opposed to a liability to the municipality. 
Every encouragement should be given to such private charities and they should 
not be placed at a competitive disadvantage visa vis services provided by the 
state. The Task Force suggests places of worship should continue to be 
exempted from tax on the grounds that their ethical message is a benefit to 
society. No concession should be given to student residences except by way 
of grant. Tax exemptions for student residences cannot be considered similar 
to exemptions for non-profit social agencies. Mee eles iuies already carry 
a heavy ecnough share of the education burden. If the province, wholly 
responsible for post-secondary education, wishes to give relief in this 
area it should be by way of grant. 

The Task Force is opposed to any assessment concessicns applied to 
entice industry to Alberta and reiterates that the objective should be 
uniform assessment. It has no objection to differential mill rates. 

The Byrne Royal Commission in New Brunswick in 1963 felt that relief 


should be given to property owners on limited incomes. And the Smith Report 
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from Ontario in 1967 concerned itself with the regressive nature of real 
property tax. The Carter Royal Commissiva 1966 stated that property tax 
averaged 16.3 percent of disposable incomes under $2,000; 6.8 percent under 
$2,900; 5.4 percent under $3,900 and so on. Ontario Economic Review 
March-April, 1972 shows that in Ontario, property Peeacan vary from 10 percent 
of gross incomes of $3,000 to only 4 percent for incomes of over $8,000. 

A common way to reduce regressivity is the split mill rate used in 
Ontario, Manitoba and New Brunswick where different mill rates are applied 
to different types of property. 

Mr. Joe Martin of P.S. Ross & Partners, Toronto, says in the 
Canadian Tax Journal September-October 1972: 

"The original idea behind the split mill rate was that businesses were 
better able than home-owners to contribute to the cost of civic services. 
An important consideration was that business realty taxes were deductible 
for income tax purposes. The objection to the split rate is that ability to 
pay (the original rationale for the tax) can only be meaningful where a tax 
cannot be shifted in any significant degree. Obviously, businesses can shift 
a large part of their extra work onto the consumers of their products." 

The Task Force mentioned its support for the rationale of the split 
mill rate in its interim report in August, 1972. But the introduction of 
a split mill rate is not an integral part of its specific recommendations so 
far as education tax relief is concerned. Nor is it necessary to further the 
shift of human resource programs towards the province. The recommerdation 
was chosen as one of the points of criticism by the municipalities. All 
the Task Force is saying is that a split mill rate should be a permissive 
option for local governments and is infinitely preferable to split assessments. 
The Task Force therefore recommends that the requirement for a uniform mill 
rate be removed from the Act. Jf municipalities do not wish to avail themselves 
of the option, there would be no compulsion upon them to do so. 

fany cities such as Hamilton, Toronto and picceipatcen permit credits 
of up to $100 on the education portion of property tax for old age pensioners. 

Soudrei provinces use either homeowner grants or basic shelter exemptions. 


The former system began in British Columbia in 1957 and has been followed by 
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the three prairie provinces. However, in Manitoba it has now been replaced 
by a tax credit plan. Tie Smith Report in Ontario preferred a basic shelter 
assessment exemption, bu" this plan has also now.been abandoned in favour of 
a tax credit plan. Flat home@’ner grants are <s regressive as the property 
tax itself. 

No Canadian province has introduced a differential mill rate according 
to value of property to attempt to compensate for the regressiveness of 
property tax. But Montreal provides for higher property taxes on houses 
worth more than $100,000. 

This Task Force tends to agree with the statement by James A. Johnson 
to the Ontario Committee on Taxation where he points out that since 80 percent 
of municipal revenue comes from the regressive property tax, real equity 
can only be improved by increased senior government grants or by the sharing 
of more progressive taxes. 

We would extend the thought further. If more social programs now funded 
in part or in whole by municipalities were assuned by the province, greater 
equity would be achieved for all Albertans. The principle of equality of 
Sadetunt ey applies most directly to education and health. 

If the standards of cither of these services are related to the wealth 
of a particular municipality, there is clearly a violation of this principle 
of equal opportunity. It is for this reason that the courts in California and 
Texas have recently ruled against reliance on property tax for the funding 
of education. 

This thought underlies many of the recommendations of this Task Force. 
We saw the funding of human resource programs as a priority use for funds 
derived from the sale of natural resources. 

GENERAL FISCAL SITUATION 

The recemmendations of this Tusk Force involve the direction of some 
$42,000,000 of provincial general revenue towards the relief of property 
tax. This relief comes in the form of direct relief to owner-occupied 
property, by way of assumption of human resource costs by the province, 
by tax credits for renters, and through municipal assistance grants 


on a basis of financial need. 
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The Task Foree has been criticized by the mmnicipalities for 
allegedly failing to come to grips with their basic problem of a narrow 
tax base. 

In effect, the local governments are asking for increased revenue. 

This is especially true of the cities who anticipate climbing transportation 
expenditures of up to $15,000,000 per year. 

The Task Force does not pretend that this is a finite study of 
municipal fiscal problems, any more than the authors of various royal 
commissions in other provinces would claim they have spoken the last word. 

Its opinion is that the two levels of government in Alberta are already 
spending as much of the Gross Provincial Product as they should be spending. 
State expenditures should not grow much faster than the annual growth in 
production. This province has been blessed with substantial revenue from 
the sale of natural resources and extensive new taxes are not at present 
justified. So it is largely a question of priorities. 

With the reapportionment of funding responsibility so that roughly 
two-thirds of all expenditures will come from the province, the financial 
position of the municipalities should be vastly improved. Property tax 
will mainly be directed then at services of direct benefit to property. 

The largest outstanding problem concerns the high municipal debt in 
Alberta. Certainly it is almost all guaranteed by the province. But the 
cost of servicing this municipal debt is so onerous as to reduce the room 
local government has to manoeuvre within sresent mill rates. The Task Force 
recommends that the municipal debt be restated to segregate self-liquidating 
debt such as that for utilities and local improvements. 

It further recommends that the Provincial Treasurer take an active 
interest in municipal debt with a view to consolidation. Perhaps the terms 
of repayment can be lengthened in some cases. It suggests that municipal 
debt through the Alberta Municipal Finance Corporation should not be tied 
to annual per capita loans except as a measure of total borrowings for this 
purpose by the province. Debt should be a subject of special study within 
the sovernuent, 

The reforms proposed by the Task Force will certainly alleviate the 


fiscal problems of local authorities. 
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In the years to come, if tiic property tax base again becomes strained, 
the Government of Alberta could then give consideration to vacating a 
portion of provincial income tax in favor of the municipalities. Such 

a course would benefit the large urban areas, but would not help to 
equalize financial resources across the province. The present proposals 
for paying from natural resource revenue most human resource programs 
and waking municipal grants on a basis of financial need are more 
equitable. 

As previously stated, the Task Force recognizes that the over- 
dependence on land tax in rural areas has led to a weak tax base and has 
resulted in high mill rates. For this reason, it would recommend a target 
of assessment by full market value by 1978. This would give consideration 
to the,full value of a farm comprising both land and buildings. 

However, it is recognized also that the market value fluctuates 
frequently according to cconomic trends in agriculture. The influences 
include such widely varying factors as weather, sale prices for farm products, 
pests, the cost of farm operations and the mortgagability of farm land. The 
price a long-term investor might pay for odd parcels of rural land does not 
necessarily influence fair market value. Far more pertinent for establishing 
true market value might be the translation of going rents into average 
return on capital value. 

At present, the arbitrary ceiling of $40 an acre or $32 an acre 
assessment on prime land is deemed to represent 35 percent of market value 
for equalization purposes. These ceilings for the best soil are factored 
down for land with Jess productivity. In the opinion of the Task Force, the 
arbitrary assessment ceilings on fara land, through changes in the real 
value of the collar since they were set, now probably represent no more 
than 28 percent of market value at best. Yet three years ago, when the 
market for wheat was less favorable, the disparity was. probably not as great, 
even though the asking price for farm land had altered little. 

:The Task Force now reconmends that with a view to strengthening the 
tax base and to reducing high mill rates, the assessment ceiling for farm 


land should be increased to $45 per acre. This adjustment should have no 


aie f47 


oom apnea baer ai ae cour yal 
| rice ta ony anal ce gah: Je eae Okt. Fa tae 
Reet | oh bag om 3 (3 ae Fr 
a dae sisal WE meee’ (di lacie “sa uy " 
aueTAta4,! BOW). . va, ay Kn Mente We “ae a gay oii, a < = 
Dt el ee f a 
Ra a be a Rom Ai} os th idk diggs 
Pe an 5 une ig! We . af Ss 


Z 
‘yeffipa 


c. 
Paina 2 hr ees.) 

hin oe a coeue ci o | 
hve Me pai > ti msi : sn ane Pi a 

wohdarabrgaoa ‘— Gachale ae . A ye. Ke 


i) 


79Q 1s!) 6 in yes (igi ‘bf i ak 


nm Bf i 


sasicgout? otittew hie ois ae mn 


em] t? it See giana ce sang oe 
~atovbord wernt a0 needa | tae a bh a um fh piv VY)" Polity 4 
=f)! : Oe) sic. Fo css to south’ sh i. 7 
e- . ea bo pee a be oe 
tom aeob tiieit hipessry we on, 3 ' eetie re; en ie 
al} ey % By hal 
giissiecateae 15h sania emia ges : “ts ie ae : ax 
TA, i hb i ih ni) ‘ ~<a 
aes mite cat fg wate om x Ne is nae a 4 we : oe 
7» fe ge ae Pi f van a : io 
ae bd ‘oF : 
wre as Et i ty wt Seabed atte i P ‘J 


lol toa Be ses te aa = e at en a 


ed 


i 


Sydteaselh lots, (ide: ‘end ciemet ih ily sont 
‘pls ‘lado heat wile koa vie eh te er em i : 
| ins la on Sigal Veron: si 4 i aia ila Sins 
; ay ’ psig q ) 
f , vial : 3 oe ai f ‘ 
Hi . 4 banat ‘ae poms ihe . a ‘e meri aa oda 


PR Ee ee pon uae Nhe 

ee eer uel sem ot yele 

ae a ea diy ; a zis aa, oe a 
rt ah “ : ” : - us : 7 


ae 
| fi ret 


kT e 


effect on property tax dullars paid since when an assessment increases, the 
mill rate comes down in direct ratio. The equalized mill levy for the 
School Foundation Plan can aliso be adjusted accordingly. 

The Task Force has considered the problem of small holdings which 
pay minimum tax for the services they receive from the state. Under exist- 
ing legislation, a smallholder with under 20 acres must demonstrate that his 
principal livelihood derives from agriculture if he wishes to obtain benefits 
directed at farmers, i.e., exemption of his dwellings and buildings and 
property tax only applied to land at agricultural rates. To demonstrate 
this principal livelihood, he can enter into a lease arrangement with a 
neighbouring farmer. 

Smallholders with parcels over 20 acres need merely demonstrate 
a livelihood from agriculture which may be as little as the old age pension. 
Vegetables grown for home consumption can be included in the calculation. 
Since his dwelling and buildings are then exempt, a smallholder with 21 acres 
and six children may be paying as little as $44 in property tax. 

This smallholder may, in fact, be mainly an urban worker commuting 
to a city. Or he may be operating an intensive agri-business such as a 
poultry farm, a turkey farm, a broiler plant or a feed lot. 

On the other hand, smallholders who do not claim to be farmers 
pay the highest property taxes in the province in relation to both the market 
value of their holding and to the level of services from the state. Although 
the legislation provides that his dwelling, buildings and land all be 
assessed at urban rates, many municipalities have recognized the inequity 
by only nseene ton the home-site of three acres at the residential rate. 
The balance of the holdings are assessed as farm land. But the practice is 
not uniform and severe hardship has been caused by assessors who abide by 
the strict letter of the Act. 

The Task Force recommends that the kinder practice become uniform 
and that country~residential parcels he assessed at 45 percent of 1963 
replacement cost for the dwelling, 35 percent of market value for the 


three acre home site and the balance of land as farm land. 
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So far as other faim lands are concerned, the Task Force 
recommends the following: 

(a) that all farm dwellings (not buildings) and land be separately 
assessed aud that property tax only be applied to whichever 
of these two separate assessments is the larger. 

(b) that the prohibition against a business tax for agricultural 
operations be amended to allow a business tax of 10 percent 
of fair rental value to be applied to any intensive agri- 
business which is deemed by the Agricultural Development 


Board not to be a bonafide family farn. 


These recommendations will reduce the present unfairness where 
certain smallhoiders are actually subsidized by ordinary farmers and 
non-farming smallholders. The recommendation arises from lengthy 
discussions with rural municipalities and farm organizations. The SCOAT 
Report of 1969-70 recommended the procedure now recommended by this Task 
Foree in (a) above. 

The Task Force further recommends that the relief from basic 
education tax proposed elsewhere in this report apply on all rural 


assessments which are owner-occupied up to a ceiling of $7,200. 


EQUALIZATION BOARD 

The Task Force recognizes that the concept of a Foundation Plan 
for education had merit from the point of equitable sharing of Alberta's 
resources. The imposition of a fair levy from the. various local 
authorities into the central fund depends upon the fairness of equalization. 
Foundation plans for education are particularly appropriate in the interests 
of equal opportunity for all Albertans. 

The Task Force does not recommend abolition of the Foundation Plan 
concept for education even though it proposes that the bulk of the con- 
tributions shculd come from general provincial revenue. The Foundation Plan 
has a purpose in equalizing benefits under a fair pay-out as well as in 


equalizing contributions into the fund. The plan aims at an “adequate 
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standard of education" and there is no prohibition against school hoards 
who wish to enrich programs at local expense beyond the standard. 

The Task Force proposes that provincial revenues supplement other 
resources so that no more than 10 percent as opposed to the present 15 
percent of the total cost of education be paid by local property tax in 
addition to the basic education levy. Elsewhere in this report, the 
Task Force also recommends substitution of general provincial funds for 
the basic levy for the Foundation Plan in respect to the bulk of owner- 
occupied residential property. 

The Foundation Plan depends for its fairness on equalized assess- 
ment so long as any part is funded by property tax. And even if there 
were no foundation plan requirement, equalized assessment would be necessary 
for calculation of various formulae related to other municipal grants. 

The ideal would be an absolutely uniform assessment across the 
province. Then adjustments to equalize would be minimal. Hence the 
Task Force recommendation for resort to full market value as the 
assessment bench mark for all property by 1978. 

Even without this reform, the Task Force also recommends that the 
period between general assessments in urban areas be rapidly reduced - 
immediately to five years as opposed to the current eight years and pro- 
gressively down to a rolling annual assessment as more assessors are trained. 
Property tax is at its most just level when the asscssments are uniform and 
frequent. 

At present, the following calculations have to be made for equalization 
purposes. The Task Force recommendation in regard to each follows the 
description. 

1) Those municipalities taking the option to reduce assessment 

on single family residences fron 45 percent of 1963 replacement 

value down to 374% percent report to the equalization boards tha 

total assessment on which the benefit has been allowed. A 

calculation is then made to bring that assessment up to the prevailing 

level of the rest of the province. 

Any under-estimate of the amount of assessment to be adjusted could 


result_in unfairness to other parts of the province. 
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Of course, the effect of the split assessment is to reduce 
taxes on single-family residences at the expense of the rest of the 
assessment roll including rental property. These single-family 
residences will receive substantial extra property tax relief if other 
proposals regarding the foundation plan levy are accepted by the government. 
The split assessment relief will, therefore, become unnecessary. 

The Task Force therefore recommends that the option be removed from 
the Act and that assessinent for all residential property become uniforn. 
2) As an attempt to overcome the obvious disparity caused by 

difference in taxes on a newly-assessed property as compared 

with taxes on a property whose assessment is eight years out-of- 

date, the equalization board depreciates live assessment by one 

percent for every year since the last general assessment. 

The logic is difficult to follow. It could make the disparity worse 
as often as it makes it better. 

The Task Force recomnends that this procedure be discontinued after 
general -reassessments are completed in Calgzry and Edmonton, and that 
reassessments become more frequent. At that time, to avoid sharp read- 
justments in the equalized mill rate, the depreciation level should be 
frozen and recaptured by one percent per year. 

3) Farm land is deemed to be assessed at 35 percent of market value 

which presumably represented the ratio at the time the assessment 

ceiling of $40 per acre for prime land was set. Even though this 
level no longer represents 35 percent of market value, it is still 
used. 

Urban land is assessed at 65 percent of value if the assessment. is 
fresh and on the current manual. 

In practice, because of the eight year time lag between general. 
assessments, much urban land is assessed at far less than 65 percent of 
market valuc. Municipalities are required to report the actual average 
percentage their land is assessed at. in relation to market each year. 
Any over-statoment of their position minimizes the adjustment and would 


be unfair to other municipalities. 
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A second adjustment 1s then made to bring urban land down to 
the 35 percent level to market deemed to apply to farm land. 

The Task Force recommends that the reports on the level urban 
land assessments may bear to market value should be checked by provincial 
inspectors and appraisers. The calculation to equalize the different 
assessuent levels between urban and rural land must continue until 1978, 

4) Municipalitics may choose to levy a machinery tax or a 

business tax. But all machinery must be assessed for equalization 

purposes and declared to the equalization board for application 

of the foundation plan levy, etc. 

Since this is not a live assessment for those municipalities who 
choose the business tax route, only a bulk statement is made to the 
Equalization Board. 

The Task Force recommends that machinery assessments also be 
checked by provincial inspectors. Elsewhere in the report it has reecmmended 
that Alberta should follow Ontario's lead in making assessment a provincial 
function. This is desirable in the interests of both unifomaity and impart~- 
iality. It would obviate the need for such provincial inspection. 

5) Equalization calculations on the residential portion of the 

roll is always a year latc. This is to allow time for appeals 

to Courts of Revision and consequent adjustments. 

The Task Force recommends that current assessments be used for equal- 
ization purposes and determination of the foundation plan levy. A debit/credit 
system can be set up to make adjustments after appeal. 

These recovwnendations are made to ensure that all property owners 


contribute equally to the Foundation Plan. 
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REMOVAL OF BASIC EDUCATION TFVY FROM RESIDENTIAL PROPERTY 

The Task Force considered the effectiveness of the system of flat 
homeowner rebates practised by the former government in an effort to relicve 
the education burden on residential property tax. 

The system had been to apply a rebate of $50 on application by 
ratepayers with owner-occupied residential property. Subsequently, this 
was amended to allow a homeowner grant of $75 to owner-occupiers and a grant 
of $150 to owner-occupicrs who were senior citizens on guaranteed income 
supplement. 

The main disadvantage of such a scheme is that the fixed grant is 
unrelated to either total property tax or income. The same disadvantage applies 
to the former Ontario system of exempting a basic portion of residential 
assessment from property tax altogether. However, the old Ontario method 
had a slight advantage over flat grants in that, since property tax derives 
from two variable factors, assessment and mill rate, there was some flexibility 
to cover milly rate anereases. The f{flatlgrant Nas no Such flexibwiity. 

In accordance with its terms of reference, the Task Ferce first con- 
Sidered immediate relief for senior citizens. They were the most readily 
identifiable of the fixed income groups who suffered from the regressivity of 
property tax. So far as they were concerned, there was the further argument 
that it was unfair to ask them to finance education for several generations 
of children. They deserved special consideration, regardless of income, for 
their contribution to Alberta if only by reason of their having dwelled in 
the province through good times and hard times when support from the state wes 
mininal, 

The Task Force reported as early as November, 1971,less than two months 
after commencing its task, that the government should legislate for relief 
in its first legislative session. The government heeded the recommendation 
of the Task Force and, in the Spring of 1972, legislated for the forgiveness 
of medicare premiuns to all senior citizens. On the basis of estimates from 
the Task:Force, this relief covered both the basic health plan and the optional 


plan carried by Alberta Blue Cross for drugs, ambulance, etc. The government 
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further legislated to allo. senior citizen property owners either to 
continue to draw the homeowner allowance of $150 or to be relieved from the 
30 equalized mill levy for basic education. 

The Task Force had recommended ceilings on both income and assessment 
for the second benefit but it pointed out that there were so few wealthy 
senior citizens that the administrative cost of imposing a means test might 
be greater than that of a universal relief. There was also the argument 
already mentioned that senior citizcns had already paid their share to 
education. The government decided, then, to impose no limitations on the 
benefit. 

The Task Force recommendation and the subsequent government action 
was done in some haste. The Task Force now draws attention to two deficiencies 
in the new Senior Citizens Shelter Allowance Act. 

As written, the senior citizen property owner who is entitled to relief 
from tax on the occupied portion of a multi-family residence only reccives 
the benefit on a pro rata share of the buildings. Land is excluded. The 
Task Force believes the bencfit was also intended to apply to a pro rata 
share of the land and recommends an amendment to the Act. 

Another anomaly is that the senior citizen farmer, whose dwelling 
is not assessed and whose taxes are all levied on land, has his benefit 
confined to the home parcel of a quarter section or less. Since farm land 
assessments are low, hence high rural mill rates, the relief may be very small 
compared with ene total property tax paid in dollars. There is no need for 
an amendment to the Act, however, if present reconiendations of the Task Force 
are accepted to allow relief from basic education tax to all owner-occupant 
farmers to a celling of $7,200 assessrent, regardless of whether lands are 
contiguous. 

The government also legislated for a flat $50 grant for senior citizen 
renters in unsubsidized property as relief from education, property tax paid 
indirectly through rent. The rebate is payable after application with 


substantiating rent receipts. 
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The Task Force then reviewed the question of relieving residential 
property owners generally from the 30 equalised mill levy into the foundation 
plan for education. This was a specific item in its terms of reference and 
had becn envisaged in broad terms in the Progressive Conservative platform 
before its victory at the polls in August, 1971. 

At that time, it had been observed on the basis of the broad estimates 
available that the total basic education levy on all residential property 
was roughly equalled by the total of municipal assistance grants. It was 
never envisaged that both could be paid from provincial general revenue 
simultaneously, although it was suggested that some municipal grants might 
still be paid on a basis of real financial need. 

The Task Force did not feel totally committed to this approach, 
although the merits were plain. All other committees and provinces had 
concluded that some relief for residential property taxpayers was desirable. 
Many, including the Alberta municipalities themselves, had urged that human 
resource programs, particularly education, should be financed by some 
source other than property tax. 

To assess the practicality of the mproach, it was necessary to 
assemble figures for a detailed study. This in itself was a huge exercise. 
No reliable breakdowns of types of property within assessment rolls or 
levels of income were readily available. The City of Calgary had some 
breakdowns of residential property as opposed to commercial-industrial, and 
they had some Hees on senior citizen property owners; the Gity of Ferontcn 
had some figures on single family and apartment residents; the province had 
broad figures relating to size of farm holdings; AGT and the Oil & Gas 
Conservation Board appeared to have the most reliable projections on 
population and building growth; there were six different population estimates; 
fanalance figures were usually available from counties but. few small cities, 
towns or villaves had any breakdown of their assessnient; and only broad 
figures were available frew the Department of Municipal Affairs. Even real 
mill rates as opposed to cqualized mill rates were not available from a central 
source. Questionnaires therefore had to be sent to individual municipalities 


and estimates had to be made on the basis of likely averages. Even at this 
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final reporting, the Task icice cannot claim certitude in the figures 

relating to residential assessment at various levels on individual properties. 
Often, it had to send an employee to examine assessment records in small 

local authorities. 

The Task Force, therefore, recommends that the research division within 
the Department of Municipal Affairs set up a reporting systein whereby secretary- 
treasurers with minimum extra work can report useful breakdowns of assessment 
statistics to the province. 

Even in the comparatively simple exercise of isolating all residential 
property from comnercial-industrial, we have not been able to separate 
residential suites over stores or commercial floors under high rises accurately 
from one or the other component. We have not been able to isolate wholly 
rented duplexes from single-family residences and so on. Many of our 
estimates have had to relate back to the homeowner discount experience and 
even our figures on summer cottages may not be definite. 

The following figures are pertinent: 

School Foundation Levy, 1971 
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‘Projected Cost to 1973 


Shute eyesiehnes 23 SAA aia Ci otis OO CloW OM OD Aa totic Scrip aeRO) OG: 
Single family plus all farmland........e000e000205/,921,000 
Single family, duplexes, farmland... 02.2020 ssens s 015,499,000 


Costs Assumed at Present 
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Equalised Assessment Yiela: on Commercial /Industrial Property 
Adjusted to compensate for -arious factors by 7 per cent: 
One will in’ 1971] would! yield. c.0.0c.s. 09,060,002 
One} mL ain WO 72 would iviela. wees se see bls 00,000 
Onesmil is ine 1973) would NAeld ys sctesc iesisis Lyooo WOU 
Projections indicate a growth in annual yield of not more than 6% 


Areas where the Municipal Assistance Grants are Greater than 
the School Foundation Levy (by totals, supporting figures available) 


Town Of Swan iid Vein cries aati rtetetelets ie cir mms ae) 
Vatisious® Supimein Villa ceGs carsiistrstsiole sieiseieietetaie oe glo 
WicaVeRVentlsy ACRE MARSH 9 AiR Ana cco ao Oo one de ee) Beeld) 
Vaidious) MD sihsiraaier ale sierepeueielaichsrs aucvereisiejels sis 2D OOM 
Various oT Di Ses aceises snl eauh gs tine Paar amae a oh O00 


Total $766,755 


Many other summer villages are just on the border line. 


Options for assumed relicf 


(a) SEP Levy 1973) alll sresiidentiialinn...6555, 524.000 
all farmlands......._ 16,404,000 _ 


71,728,000 


Note: This alnost exactly equals costs already assumed or total of 
Homeowner Grants, HM. Assistance Grants and Senior Citizens 
helter Allowance.....$71,600,000 


(b) Average assessments on single family homes are as 
follows: 


CAMP AYN fereta ot prietereia ayace clebele susrens atehera clave ie acm Oise) OU 
NdmomCon cP acetauat «she sseee on aupeh ein oO, (Om Mower oprson! taken) 
SE CD AGC ier telonete vers cv efateiaengustaraiasre lace pialetele tay Se 
REdip DEO Tie sista c\scaraie «eve ib Wie yansitn oy ola ote aol med Ol, HOO 
etl Teme NEG tatane toler a. atelce ol sun ceareleelateieiedeteiiw ie Hh gitrcl 
Lloydminstersseessseseccerecccsessveees 45950 


Mean S 5,820 
Note: Calgary and Edmonton due for general re-assessments which will 


bring average to $8,000. Assessment on quarter section of 
prime farm land is $6,400 


The Task Force considered then the possibility of applying the relief 
from basic education tax up to the ceiling of the level of assessment on an 


average metropolitan home or a good quarter section of farmland. 
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All residential without ceiling........$55,324,000 
Farmwlands to assessment of $6,400...... 10,000,000 


Total 65,324,000 


All single family & duplexes only...... 45,094,000 
Farmland to ceiling of $6,400 assessment 


Total 55,094,000 


Single family and duplexes.....ceeecees 45,094,000 
Farmland without ceiling....ssececcesees 16,404,000 


Total 61:,498 ,000 


After considering the options in (b) above, the Task Force rejected 
them all. Any open-ended benefit without an assessment ceiling would favor 
the wealthy or the Jarge land-holder and thus exaggerate the existing 
regressivity of property tax. Some land holdings are extremely large and 
are held by corporations to whom no relief is warranted on the basis of 
ability-to-pay. Similarly sowe residential properties are large and owned 
by individuals who do not need special relief. Experience in other provinces 
has shown the difficulty of persuading landlords to pass on property tax relief 
to tenants. Even where penalties have been enacted by law to try to compel 
landlords to pass tax relief on to tenants, enforcement has proved difficult. 
Relief for renters could clearly be better applicd by direct relief. And 
there remained the persistent difficulty of handling property with mixed use - 
pert-residential and part-commercial. 

And the Task Force could see that even with cae injection of vast sums 
{rom provincial general revenue, municipal assistance grants would have to be 
reduced to the point where little would be available for those in financial 
need and where those who had experienced over-generous grants in relation to 
financial strength might increase general mill rates to the point where the 
proposed relief would be nullified. And there would be little money left 
for moveinent towards proper assumption by the province of human resource prograus 
other than education, 


Even an attempt to impose a ceiling on farmland, the most obvious area 
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in which such a restriction should be applied, would arouse opposition from 

rural dvellers who would inaintain that a similar restriction should be applied 

to urban property owners. Control over such an open-ended plan would be 

difficult to exercise because benefits would rise steadily with assessments. 
Despite the obvious attraction of applying the relief to a whole 

category of property, the Task Force therefore rejected the option of relicf 


to any property whatsoever without a ceiling. 


(c) The Task Force therefore suggested a universal ceiling on the 
benefit. The basic education tax of 30 equalized mills would be lifted 
from all owner-occupied residential property and owner-occupied farm land 
to a universal assessment ceiling. 

The qualification for entitlement would be the existing system for 
the homeowner allowance and would apply to the owner-occupied portion of a 
multi-family residence, including land. Those who preferred the existing 
homeowner grant could still choose that route, although, since the proposed 
relicf was substantially higher for most properties, few would exercise 
that option. 

In its interim report in August, the Task Torce suggested that the 
ceiling would be $6,400 - the average assessment on homes in the big cities 
and the average asscssment on a quarter section of prime farm land. 

With further calculation, the Task Force now reconmends that the 
assessment ceiling on the benefit be $7,200, now the average assessment on 
almost ee i Sh of a section of average farm land. 

Such relief on average farm land will only be negated by a five mill 
general property tax increase on more than four sections of land, which is 
far more than the average holding of a section. 

Because the basic education levy is small on property of very low 
assessment below $3,000 (average $90) and yet it is recognized that those in 
low income groups are still paying a larger portion of their disposable incoj;ne 


in tax than others, the Task Force recomuends that the alternative of the 


200/59 


heaters wy iteatie't 


qs 1 
: ia; 
ol in 209 : . A } 
a Oe i? a7 see i 
me carte arr WW Db ita se 
r id _.. Lo < We | a 0? 77 
tay = es ‘ih i 
SE Ae et ah Oh! Raa, 
Ha eikee. as ie ak nt as 0) ee 
| ih ee a aL n or 
: ‘ts ; eal 4 _ wi i ie : & a ij, i) F 
ew? ra iL 7 _ ri i} a) ’ ?- a7 : 
NT ey De tal Pigs ee Ou thy. fl 
74.1 ‘ ¥ - a = ; { > B 
Vanya he . ee a - te si a> it _ 


m fefisve! oni het a 
fie " j me Sc Ht . x 
ciate agate, iby 


seo K wh ae 


Yasfed Io Our ak 


sit} nn whi pane 


bewd ef suc i tual 


fwiad ieae) athe renin 


ied) any ini os) “de si fra 


fey 


ake wudy 4 tretinases aniy ail, A bi 


ia 


ani sk a ay bape ag a 14 it a 
bsdbeadit nan ehdls ache iendlste ils 5 ae 
aT 4 Lee a Le, Faker a 
| I a a 
es ufld) be pera aah nile 
bev 9is: gat nit ah vai 43 ‘rama ts ne ade 
is Ji 

thie ted eane aod a oe hh: 

way 14a cui piene 8s areas a3 rt a | 

. a ie 
hy Dave Reels sine dt vo ont ig a 
ln aha nese : 
Pith atin xd wai lp Sebi 


canis 


Wig t mie «7 rudd aah tote 


r hf nie mie 


saan mae uy Pu 


yi a ame 
alana 


ia) ont oe SRA 
: ia . me te b ‘ 


: A) ue * re eu a 
lay an i iy 
y Cy HN | aii 

‘ Ne AL a ‘fr 


die aene 


: 
> hats 
we i 


fae oat ik mpepach 
ped as ipa ae # . 


» 


ne a Wn pind Wy 


: 


homeowner allowance be increased from $75 to $100. Substantial relief will 
therefore be experienced by lower-income groups in more modest property. 

Total cost of the relief, all to be paid from general revenues of 
the province, are therefore as follows. Nothing that arise from this recommend- 
ation will occasion any increase in general mill rate in any local authority 
in Alberta. 
residential property and owner-occupied farmland 

Totalcost’ i's se vate csieaaie Hae Hera ey 1405000 


Raise Homeowner Grant 
from $75 to SHUOC ononnnomddog —«—  sers(ere 


Total 54, 240, 000 
Less Homeowner Grants not 
Chosen and Senior Citizens 


alrcady budgeted. ...cescccecee oe 20,000, 000 


Cost 28,240,000 (fzom gencral revenue) 


TAX CREDLT SCUEE 

As stated in its August interjm report, the Task Force much prefers 
a tax credit scheme such as that now used in Ontario and Manitoba. 

Under this August proposal, a portion of residential property tax 
could be applied by owner-occupicrs as a deductible against the provincial 
portion of personal income tax as follows: 

Rasiicp Adslowance mastic cise se cei. aie ZOO 
Add 10 tvot tovall propertyataxs. on ooet 
Deduct 1% of taxable income......$?2? 


Tax refund or deductible, 
Maximui $200 $xxx 


Total cost to the province estimated at $54,357,000. 


This jscheme is fair, equitable, partly im tune with ability to pay 
and makes a realistic assault on the regressiveness of property tax. Those 
with smal] incomes would get a refund cheque as big as their entire property 
tax. It is a move towards giving residential property owners parity with 
businessmen and with fariers who can apply property tax as an expense before 
income tax. Administration is easy through the well-tried national revenue 


channels. The only disadvantage is that the credits can only be applied a 
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year late - to the following year's tax return. And the basic property tax 
structure, including the 30 equalized mill levy, would remain. 

Unfortunately, the public feedback after our interim report in August 
was not that for which w> had hoped. Despite favorable comment in newspaper 
editorials, the Alberta public and the local authorities did not appreciate 
the significance of the proposed reform, They preferred the straightforward, 
understandable method of direct relief of the education lev,. 

Under the tax credit scheme, many Albertans with no tu...ble income 
would be compelled to file income tax returns for the first time. 

The Task Force is disappointed. However, it is impossible to apply 
reforms of the magnitude proposed without the cooperation and goodwill of 
all concerned, particularly local authorities, and the Task Force is there- 
fore bound to recommend that a tax credit scheme be acetals postponed at 
the present time. 

However, in the hope that all Albertans will eventually recognize 
the merits of the tax credit plan, the Task Force now recommends that such 
a plan be introduced as soon as possible for renters of residential property 
for shelter in Alberta, 

Total cost to the province is estimated at $12,000,000 

The Tasik Force reconmends as follows: 

ax Credit asiicl al LOWwAnCC mars dmielele eee Oo LOU 

NAIGP2ParGent Oc EI cietste heise a slere elereneraies WO citi 

Deducte lL, percentitaxable incomeswiicee. « 912-72. 

MACAMUMMEE OE Lites eateeic ese ets re ce LOO 

This $100 basis represents the average school foundation plan lavy on 
an average apartment unit valued at $3,000 to $4,000. It is presumed that 
these property taxes are paid indirectly through rent. 

Eligibility for the credit must be on a basis of tax receipts and 
cannot be applied to more than one tenant for the same property. However, 
if a tenant moves from one rented property to another and can substantiate 


his rental payments by receipts, his ecligibility would not be affected. 


ASSUMPTION OF MUNICIPAL COSTS BY PROVINCE 

As explained earlier in this report, the Task Force recommends that 
certain costs of human resource programs now funded by property tax be 
assumed by the province. 

This follows the logic that: lacal government should only be required 


to finance from its limited tax base approximately one third of the combined 
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SiGe 
net provineial-mumicipal budge 

Education, health aud weliare have proved by far the most difficult 
estimates to control. Although che bulk of these costs are already covered 
by the province, the supplemen!avy requisitions upon local governuent for the 
short fall will become even more onerous unless the ereeen is changed. They 
are all areas where it is desirable that standards be uniform for all Albertans 
and not dependent upon the strength of the assessment basc, Hereafter, the 
Task Torce will explain its logic for recommending assumption of a greater 
share of costs in each area. 

The balance sheet proposed is as follows: 

Grants directed at relief fron one-third 

of the supplementary requisitions for 

GYGNORNERNOIep GS. “G. Ha lente weer bBo Gide ieee meee THe ea ie ere SLO OO 


Assimption of total cost of hospitalization 
(1972 supplementary requisitions were $5,000,000. 7,000,000 


Assunptiion of total ‘cost of publiie health . . 79s). 5,000,000 


Assumption of half net cost of social 

assistance (at present, senior govern- 

ments pay 807%; proposed payment of 

90% of Local sovermment coSks) a 6 «9. . - 2 a 2, 0007000 


33, 500, 000 


Add Municipal Assistance Grants 
Cine el INEM y ene ceehntaiveliemh serena ny oo on 6 oe do 0 Jeane) 


Le Poet Lo 
Recovery for Province 
Former M.A. Grants £42,000, 000 
Federal matching grant, 
hospitalization Bes OOOO) 45,500, 000 
Surplus Dttaei Le, 
Provincial net cost for property owner 
relief from basic education costs (brought for- 28,240,000 
ward) a aie 
Net cost to Province eaS30, 6725 719 
Plus tax credit scheme for renters _12,000, 000 
Total extra cost to Province 42,672,719 


NOTE: In effect, this doubles the former contribution made by way of 
municipal assistance grants to municipalities. 


In) addition itovthe! former MiAy Grants. 00. a. 642,000,000 


The province will relieve property tax from 
general’ revenue with a “further nét 2. 2... ee O72. 719 


Total relief $84,642,719 
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CONTROL OF RISING COSTS 

Both education and hospitalization are labour-intensive. Up to 
70 per cent of their costs are attributable to wages. 

Both fields are first cousins of local government and it can be 
easily demonstrated that the cost-push begins with wages paid to public 
servants at a civic level. 

The civic union locals are numerous and extremely militant. As 
bargaining time approaches each year, one civic union local is chosen as 
a oe leader by the others. Differentials are then maintained. 

Built into the system are automatic advancements to higher 
classifications and increments according to seniority. 

Both teachers and nurses are conscious of the huge wage increases 
won by public servants at local government level - increases wich outstrip 
those in the private sector of the economy, even in the building trades. 

Teachers and nurses both have pride in their professional status. 
They naturally resent higher or comparitive wages paid to workers with 
less educational qualifications. 

Teachers are generally paid more according to academic qualification 
and experience. What may appear to be a settlement for a six per cent 
increase may wel] mean an average real increase of ten per cent because of 
built-in four per cent annual increments. 

Hospitak bargain through their association on a provincial basis 
by agreement. On the other hand, separate bargaining with the A.T.A. by 
the numerous school divisions and districts has encouragal the time-honoured 
union practice of playing off one employer against another. The recent 
regional bargaining units for groups of school boards has strengthened the 
management position. 

However, the metropolitan school boards remain the leaders in 
generous settlements. In British Columbia, teachers are considered to be 
public servants. Jn both British Columbia and Saskatchewan, attempts have 
been made to limit allowable wage increases to teachers by provincial 
legislation. <A new twist is that the teachers thenselves-have asked the 


Saskatchewan government to bargain provincially. 
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It is certainly anachronistic that grants to schools from the 
School Foundation Plan should be standard across the province while wage 
settlements, the chief costs, should be left to separate negotiation by 
hundreds of school boards. ‘The Worth Report appears to recommend on page 
248 that the province should take a more direct interest in the bargaining 
process for teachers. 
EDUCATION COSTS _ 

It is frequently argued that the School Foundation Plan should cover 
95% of school costs rather than the current 85% average. The remaining 
5% would be left to local option and supplementary requisition. 

The usual retort is: "95% of what costs since no two school boards 
have dgutiday costs". 

The present formula, apart from miscellaneous extras for busing, etc., 
is based upon flat grants for “class-room units" of 26 pupils per teacher 
at clementary level. This pupil-teacier ratio is reduced for junior and 
senior high schools. Another flat grant is paid for non-teaching support 
staff bitta besis of scven to every 1,000 pupils at elementary level. An 
administration grant of 2% is then applied to the total grant including 
transportation. 

The fund is expanded by six percent annually. Total budgets are 
limited to approximately six percent annual increases plus a flexibility 
factor which can be used at any time during the three year life of the plan. 
No extra supplementary requisition above these guidelines can be levied 
without a favourable plebiscite. 

It was clear that with wage settlements generally exceeding six 
percent, especially when annual increments of another four percent were 
consi dewede the plan would break down within three years. The termination 
date is the end of 1972. But it is probably true that the restrictions 
have removed some excess costs from the system and that per pupil costs at 
the end of this year will be as close to being realistic as possible, short 
of a major overhaul of the entire education approach. Only in the Maritimes 


has a province renounced the generally accepted North American approach of 
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local autonomy and taken over the entire education systen. 

The current plan is also unfair in that it tends to penalize the 
economical school boards which started from a lower cost base in 1969. 
Special grants have been made from time to time to alleviate this 
disparity. 

There is no doubt that the present formula is restrictive in that it 
is aimed at teachers and support staff rather than pupils. Specific 
extras for busing and school construction are similarly restrictive. 
However, the guidelines on which the grants are based are useful to trustees 
and should probably be more comprehensive. <A detailed manual giving guide- 
lines for the many facets of school epeRRE TUN: varying as to type of school, 
would be an extremely useful service from the department. 

it is suggested that average per pupil costs for different categorics 
and areas should be the basis for global. payments from the School Foundation 
Plan to each school board. ‘The assumption is that 1972 is a coiiparatively 
efficient year. ‘The most economical school boards would not be penalized 
for Ciese efficient costing. If the provinee decides to increase the level 
of support from 85 percent to 95 percent, the extra cost will be $32m. 
approximately. 1f the increase, in the interests of reducing supplementary 
requisitions, is from 85 percent to 90 percent, the increase would be 
approximately $14.8n. 

It. is suggesled that a reduction in supplementary requisitions by 
injection of more funds into the School Youndation Plan would be appropriate 
at this time. In any event, adoption of a simple pér-pupil grant formula 
will reduce supplementary requisitions in many areas. Those well above the 


median may increase. 


o 
p 
ma 
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A weighting factor can still be used in the calculation of gr 
based on enrolment. If the department wishes to increase emphasis upon 
elementary pupils, these can be weighted more favourably in relation to 
junior and senior high school pupils. 

Although grants based on pupils will have the disadvantage of forcing 
school boards to reduce total plant personnel as enrolment declines (as 


in the universities), this principle is basic to private enterprise - costs 
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must be related to production. Any obstacles to amalgaination of school 
districts into divisions in well-populated areas would have to be removed. 
There would certainly be a trend to better utilization of plant, especially 
in cities. Probably significant cuts in overhead would result in metro- 
politan areas, 

It should be recognized that any other system tends to bolster the 
continuance of wholly uneconomic units where the tax base is so eroded by 
population decline that viability has gone beyond the point of no return, 

In any event, the Task Force recommends that the total cost of busing 
more than a mile from school should be borne by the S.F.P. for both rural 
and urban areas. 

Whatever level is set for. provincial support, some dezree of 
supplementary requisition should remain, 

Separate tax notices or clearer demarcation of education costs on 
tax forms will help to emphasize accountability. So would separate 
elections for school boards or school committees. But it is not considered 
that this is enough. 

It is suggested as follows: 

(a) that S.F.P. grants be based on per pupil costs for similar 

areas. 

(b) that the §.F.P. per pupil grant be increased by average 

percentage increase in tolal wages each year across the entire 

province. This is related to actual costs, as opposed to what the 
taxpayer can afford. 

(c) that supplementary requisitions be limited in dollar increase 

to the percentage increase in assessment, if any, plus the stated 

growth in percentage of the gross national product as declared by 
the department (from federal sources) for the previous fiscal year. 


This is related to the ability of the taxpayer to pay. 
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(dq) that if supple:ciitary requisitons in excess of (c) are requested 
they shall be subject to a plebiscite at which not less than 35 percent 
of the electors vote. If less than 35% vote, the plebiscite shall be 
deemed to have been in the affirmative. The plebiscite need not be 
held if a valid petition signed by two percent of the electorate is not 
received by the municipal secretary as in the case of money by-laws 
heretofore. 

(e) consideration should be given to re-institution of the recall 
provision for a school board or county council where ten percent 

of the electorate present a valid petition during October of any 

year. 

The Task Force is not unanimous over whether similar restrictions 
should be applied to municipal councils. The Chairman thinks they 


should be. 


Since wage demands by public servents at a local government level 
are denonstrably the base cause of rising costs, the Department of Manpower 
and Labour should give some leadership. No study of the strain on the 
property tax base would be complete without reference to this subject. 

The ordering of compulsory arbitration after negotiations have 
broken down may be a last resert if free bargaining is to be maintained. Under 
the present system, intervention by the Minister must always be kept in doubt. 
It is a mistake to announce during protracted negotiations that the Minister 
will, or will not, intervene. But it must be appreciated that the pressure is 
great on local aaweneuiales to yield. The public harm done by a strike of, for 
instance, clectricians or garbage collectors is considerable. 

Neighbouring provinces have imposed mandatory wage guidelines for 
public servants. At the very least, the Alberta Department of Manpower and 
Labour should issue annual voluntary guidelines based on the estimated growth 
in income portion of the Gross Provincial Product. 

SUPPLENENTARY HOSPITAL COSTS 


One of the strangest: anomalies in the area of human resource programs 
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concerns supplementary requ! .itions for hospitals. 

Boundaries of hospito! districts bear absolutely no relationship to 
any other municipal boundaries. There is some hope: that boundaries could 
be made more co-terminous for municipalities, school divisions and health 
units since, except in the case of separate schools, there is some relation- 
ship between them. But not in the case of hospital districts. 

In the County of Lethbridge No. 26, for instance, there are eight 
different mill rates, primarily caused by these conflicting boundaries. 

In the County of St. Paul No. 19, there are nine different mill rates. 

Imagine the complications that exist for a pipeline traversing a 
single county such as these. The pipeline would bear a uniform assessment, 
but would go in and out of numerous tax zones with different mill rates, 
perhaps crossing some of them more than once. 

The rationale for epee lemaieee requisitions for schools is clear 
cnough. The local authority requiring extra expenditures above a prov- 
incial level should pay for the extras. And both trustees and councillors 
are elected so that there is an clement of local accountability. 

But hospital boards are generally appointed, they have small liaison 
with the local taxing authority and yet they have the power merely to 
render a bill for extras to contributing municipalities. No requirement 
exists for analysis of their budgets by the local authorities. 

In fact, they ere under the direct jurisdiction of the Alberta 
Hospital Services Commission, also non-elected, which approves both their 
grants and their deficits. 

The previous government had a theory that expanding hospital 
costs could be held by insisting on "local accountability" through 
supplementary requisition, In carrying this policy to extremes, it is 
maintained that the Alberta citizen was denied some federal matching grants 
which would have been available had the total hospitalization cost been 
paid by the province. 

It is obvious that this policy had little, if any, effect. Hospital 
aunt ianiatane requisitions within a single county can vary from a low of 
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Of far greater efficacy towards holding costs would have been the 
publication of a manual of guidelines for each design of hospital. 

Supplementary hospital costs have risen from $1,002,552 in 1968-69 
to $7,219,915 in 1971-72. It can be anticipated that if present policies 
continue and provincial contributions are not increased, these supplementary 
costs would rise by some $5,000,000 annually, 

It is recommended that the Alberta Hospital Services Commission take 
over all hospitals in the province and hospital districts be abolished. 
Hospitals should be grouped in regions under regional boards to which each 
hospital board elects members. 

HOSPITAL COSTS 

As in the case of education, it is necessary for decision-makers to 
resist tthe pressure from an establishment maintaining that quality of 
service is necessarily linked to the size of budgets. 

Wages form a major part of hospital costs, 

During the last 20 years, hospital financing has been through several 
cycles of provincial participation. In the fifties, hospital costs 
constituted a serious burden to municipal councils. Then for several 
years, the senior governments assumed virtually all costs for hospitalization. 
A Foundation Plan for Hospitals was established with a municipal property 
tax levy of four mills. Even debt servicing of capital costs and bad 
debts was assumed by the province. In the final and most recent phase, 
the Foundation Plan Levy of four mills was abolished (simultaneously, 
the levy for the School Foundation Plan was increased by two mills) and the 
province assumed total hospitalization cost. The $2.50 per diem rate was 
abolished in favour of a single $5 admittance fee. The federal government 
assumed half the cost and these grants have in practice varied from 45 percent 
to 47 percent of total cost. 

Supplementary requisitions began to grow in 1969 when a serious 
attempt was made by the province to limit es¢alating health costs. This, 
incidentally, coincided with the limits placed on education costs. 


Prior to 1969, despite widely varying bed-day rates on which base 
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grants were based, the provice picked up virtually all deficits at the 
end ol tne year. 

Now annual grants were limited to percentage increases each year from 
adjusted bed-day rates. Deficits were passed on to local government by 
way of supplementary requisition. The same basic system still prevails 
although there has been reversion to grants on a global budget basis. 

The assunption was that the new system would create greater accountability. 
It had been overlooked that hospital trustees, unlike school trustees, were 
often appointed and not elected. The provision for reference of allegedly 
extravagant budgets by council to arbitration was cancelled and supplementary 
requisitions were payable on demand. 

However, budgeted deficits were required to be approved by the Alberta 
Hospital, Services Commission. This body considered "working capital" to 
cover delays in provincial payments was a justified cause for supplementary 
requisitions. And requisitions for this cause were in annual lump sums and 
were not confined to interest on revolving bank loans. 

Supplementary requisitions for hospitals now amount to some $7 ,000,000 
and loom as a renewed threat to property tax revenue. Many hospital 
adinninistrators believe the rationale of "local accountability" is 
faulty and denies to the province some federal matching grants on a portion 
of hospital costs. 

The following are the chief causes of rising costs:- 

a) High ratio of nurses to beds. This is often the fault of 

hospital design where nursing stations may be too small. 

b) High ratio of highly paid registered nurses to semi-skilled 

support staff such as certified aides and kitchen aides. 

c) Longer stays in hospital by patients. This practice was 

encouraged under old formulae where, because grants were based 
on patient-days, a full hospital benefited. It is argued that 
reduction of waiting lists does not affect costs. But this 

is not so. An overfull hospital, where patients are kept too 


long to fill available space, costs more than a hospital satisfying 
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community needs with a reasonable percentage of empty beds. 
Patient flow is better maintained and empty beds consume 
nothing. Staff may not be fully utilized, but overtime 

is reduced. 

d) Absenteeism and pocr planning of holidays. 

e) Under-utilization of operating theatres. 

f{) Subsidized staff canteens. 

g) Poor control of linen and drugs. Inefficient laundries. 

Poor purchasing techniques. 

h) The rapid escalation of expensive diagnostic tests in 
radiology and laboratory. Under this heading could come 
readiness in some cases to admit for diagnostic purposes and 
reluctance to discharge for welfare reasons. A good medical 
director controls both. Many diagnostic explorations are 
unrelated to the complaint for which the patient is admitted. 

i) An unrealistic ratio between public wards and semi-private 
or private wards for which extra revenue is received. 

j) That hospitals are uncoordinated. Many services are 
duplicated. Coordination in many areas would result in savings 
from bulk purchasing, centralized laundries, common contract 
levels and cost comparisons. 

k) Educational and welfare demands. 

1) Administrative costs too high; over staffing. 

It is, therefore, recormended that the Alberta Hospital Services 
Commission set up regional boards where practical, comprising appointed 
delegates from existing hospital boards. Wherever possible clusters of 
auxiliary hospitals and nursing, howes should come under the jurisdiction 
of an active hospital board. There is no justification for the placing of 
chronic hospitals under separate jurisdiction. The whole chain of available 
nursing beds should be under unified rather than fragmented control. 


It is also recommended that the province should assume the entire 
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costs of hospitalization. hoards would be appointed then by the province. 

It is also recommended that the A.II.S.C. prepare guidelines for each 
type of hospital with adjustments according to size of nursing stations, etc. 

And it is recommended that Alberta negotiate with the federal 
government for re-institution of the $2.50 per diem co-insurance fee. 

This last recommendation is not the unanimous decision of the Task Force. 
Some members recommend instead that the co-insurance fee should be $10 
(as opposed to $5) upon admittance and $1 per day. 

Almost all suggestions for reducing welfare costs which came from 
elected officials concerned ways and means of returning unemployed/employables 
to work. During normal times when unemployment is at customary levels 
this reason for social assistance/allowance constitutes less than 11] percent 
Of Pthe totaly weltare™ yolls 

Aduinistrators discount most ideas for savings in this area, although 
they would like to see clearer guidelines for their right to refuse or to 
reduce assistance to those single men who obviously make no attempt to 
seek work. 

_ Many welfare superintendents pointed to an area where greater savings 
might be made. This was in one-third of the case load which comprises 
deserted wives and families. 

They claimed that despite the apparent improvement in collections 
on maintenance pice: the ease with which a natural father can escape 
responsiblity for his children is still remarkable. They argue that if 
current collections were measured for performance against all dollar 
amounts of maintenance orders issued, instead of against past annual 
performance in dollars, it would be denonstrated that the picture is not 
goed. 

Those in the welfare field who argue this point of view make 
the following observations: 

(a) That Family Courts are weak, especially in the area of 


enforcement as opposed to judgment. 
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(b) That case workers themselves should be encouraged to press 

for enforcement of maintenance orders. 

(c) That inter-provincial agreements for collection on 

maintenance orders are still inadequate. 

(d) That allegation of welfare abuse (i.e. separations that are 

not bona fide) would be reduced if maintenance orders were 
enforced. 

(e) That collection procedures for alimony are also weak. 

(£) That judgments for both maintenance orders and alimony 

are biased in favour of the husband as opposed to his family. 

So far as alleged welfare abuse was concerned, it was maintained that 
this was more common at a provincial. than at a municipal level. The 
proportion of such cases is in direct ratio to the case load of welfare 
workers who would normally discover abuse if they were able to visit more 
often. If the case worker has from 200 to 300 cases, the chance is 
greater that he will not visit the home or will carry out perfunctory 
checks. Often the check is no more than a telephone call to find out if 
the provincial cheque is still going to the right address. 

However, no worker in the welfare field was prepared to admit that 
the cases of abuse were as numerous as the general public apparently 
thinks. 

The general opinion that welfare abuse is widespread almost certainly 
arises from the irritation of the working poor who may be subsisting at 
a lower level than welfare and yet be too proud to seek wage~subsidy. 

The Task Force is of the opinion that the welfare scale should be 
firm and available to the public. 1t should not include so many discretionary 
areas where the department may provide assistance beyond the basic scale. 

All rural members of the Task Force cited cases where work was 
available in their arcas, sometimes at high wages but involving overtime, 
where numbers of able-bodied men on welfare were not interested in 


enployvment. They reconuended that when the minimum wage has been adjusted 
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to a more reasonable level, uo single man should be paid more through 
welfare than the minimum wage. 

If the province assumed half the present municipal share of public 
assistance (204 of cost of temporary assistance for up to first three 
months of case history), plus reducing the municipal share for this 
purpose to 10% the cost would be:- 

1972/73 - $901,000 

The Task Force recommends that this be done as another step towards 
relieving property tax of the cost of human resource programs. It is one 
of the possible steps recommended for reducing the impact of loss of municipal 
assistance grants. 

The Task Torece recommends that the division of funding for preventive 
welfare be unchanged and that it continue to be initiated at a local level. 

It recommends that Day Care Centres be mainly funded on a basis of 
subsidiz.d rates to private operators and that no great extension of govern- 


ment operated Day Care Centres be authorized. 


GRAZING LEASES 
Prior to 1970, crown grazing leases were let on the basis of the 
following formula: 


250 x Average Price x Percentage of forage zone 
= fee per acre 


Number of acres per animal unit year 


The 250 represented estimated annual weight gain of a cow-calf 
unit} per year. The average price was that prevailing at Calgary stockyards 
after elimination of the price for choice grades. And the percentage was 
varied as 20 percent in the south, 16 i percent in the central regions, 
and 12 percent in the north. 

The formula was calculated to allow for a 45 percent carry-over 
of dae in these wologically sensitive areas. Half the fee was deemed to 
represent rent and the balance was paid to the relevant municipality in licu 


of taxes. 
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Submissions were made by municipalities that the payment in lieu 
of property tax was insufficient. 

Subsequent to 1970, crown grazing tenants became liable to full 
property tax based on a ratio of 3.2 to 1 as compared with arable land. 
The Department of Lands and Forests then reduced the fee by three quarters. 
In effect, they halved the rental portion. 

For the sake of example, take grazing land in the southern area 
capable of raising one animal unit per 50 acres per year. 

The equation to calculate the fee would be as follows: 

ZOU Gee eS OmONCent Ss x20 


—-— = 30.5 cents per acre 
50 


Coincidentally, the taxes on such land would also be 30.6 per acre. 


Charges to the graziler would then be: 


Taxes 30.6 cents 
Rent 7.65 cents 
GOA 00 S02 of 
the fec) 


38.25 cents per acre 


This works out to $61.84 per quarter section, of which only $12.24 
is rent and the balance is property tax. 

Under present policies, the holder of crown grazing leases has 
distinct advantages over private renters. He is treated to all intents 
and purposes as an ipso facto owner - he retains surface right and right-of- 
entry fees, he has security of tenure without the danger of having to compete 
in the market for his privilege and he retains half the substantial sums 
often paid upon sale of lease. He does, however, provide fencing and water 
holes at. his own expense, he is obliged to submit to inspections and controls 
over the degree of grazing and he is subject to the nuisance of hunting to 
a greater degree than private tenants. Usually, the ranchers are good 
husbandmen and good tenants. 

Under the rating of so many acres per animal unit per year, it has 
been pernissible to double up for six months. For instance, one cow-calf 
unit to 50 acres per year is interpreted as two cow-calf units per six 


months. 
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The rate of gain is often, therefore, at least 500 pounds 
over two calves and can ve as high as 630 pounds, ‘The yield would 
therefore be as high as $189 per fifty acres or $600 per quarter section. 

For some time, the stockgrowers have ened that their property tax 
is too high and that the ratio of 3.2 to 1 as compared with arable land 
is not fair. ‘they have argued against the findings of the Sibbald Report, 
a comprehensive study into the problem which maintained that grazing land 
was under-assessed in relation to arable land. 

The Task Force took the approach that the fees were too low in 
relation to other average rents paid for similar land in the province. 
Board per animal unit month on good grazing can be as high as $5.00. 

The going rate on conmunity pasture is $3 per animal unit month, although 
in this case the landlord pays for fences, etc. 

It is customary although not axiomatic that the landlord should 
pay taxes and adjust his rent accordingly. If the rents were adjusted 
to a level parallel with private lands, the department could pay taxes 
without quibble. 

If the 500 pound gain above is fair, this would represent a return 
of $150 per fifty acres or more than $450 per quarter section. A common 
form of farm rent is one-third of the crop. By this yardstick, the owner 
would receive $150 and would be obliged to pay taxes of $50. This is 
a yield after taxes of only 24% on a quarter section bought for $4,000 
or $25 per acre. 

It can be seen fron this that the contention that asking prices 
for patented grazing land bear no relation to value based on productivity 
is likely valid. 

If tenants of crown grazing leases were asked to pay $2.50 per animal 
unit month, the cost of a quarter section in the above example would be 


GORE uel 5 Oe ee aS OG 
50 


After payment of property tax, the rent accruing to the department 


would then be $46 as compared with the present yield of $12.24. 
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If the boarding fee were sect at $2 per animal unit month, the 


level would be: 


wee x $2 x 12 = $76.80 or a rent of $26.80 after tax. 


The Task Force considered that a fair level might have been three 
quarters as much again or 175% of the taxes. In this example, the level would 
then have been $87.50 This is similar to a boarding fee of $2.30 per animal 
unit month. 

Western Stockgrowers made representations for the retention of the 
fee formula (taking into account daily gain and average price plus forage 
value). The Task Force agreed that the same end as the above calculations 
could be achieved by charging a rent of 175% of the fee calculated by the 


formula: 


250 lbs. x average price x percentage zone 


Number of acres per animal unit 


In our exanple, the rent would be 175% of 30.6 cents or 53.55 cents 
per acre. This would be $85.68 per quarter section as compared to the 
present. level in our example of $61.84. 

The Task Force therefore recommends that rents for crown-grazing 
leases be 175% of the fee calculated by formula and that the Province of 
Alberta, as landlord, pay grants to municipal authorities equivalent to the 
property tax. All lessees, however, should sign a lease with a tax 
escalation clause that will allow the department to increase rents to 
reflect annual increases in property tax. 

The Task Torce further reconmends that all surface rights and 
right-of-entry payments accrue to the government and that adjustments be 
made to rents if damage has been suffered. It recommends also that graziers 
be given some security of tenure, but that 75% of any lease-sale price be 
retained by the government and only 25% accrue to the rancher after proper 
compensation for improvements. 

The Task Force also recommends that all grazing and cultivation leases 
be managed by the Department of Lands and Forests, including tax recovery lands 
now under the Department of Municipal Affairs. 

The Task Force recommends that surface right payments be by annual rent 


as opposed to a limp sum and be liable to review every five years. 
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The Task Force reconimends that no municipal’ assistance grants be paid 
to summer villages comprising holiday cottages. It can see no logic in the 
subsidization of recreational property with general provincial funds, pre- 
sumably at the expense of other Albertans. If there were any justification 
for such grants, surely it would follow that owners of holiday trailers 
deserve a similar subsidy. 

However, following the same ‘@2a@logy with a holiday trailer, it 
must also be unfair to tax a summer cottage for local education taxes when 
the owner has presumably already paid a fair share on his main dwelling. 

Summer cottages are already forgiven two-thirds of the school 
foundation plan levy. ‘The Task Force proposes that this levy be lifted 
entarely from holiday cottages. 

However, summer villages impose some costs on the state for various 
services ~ municipal roads, police protection, weed control, etc. It would 
seem proper that they should be absorbed into the surrounding municipal 
districts or counties. And that they should pay the normal municipal mill rate, 
excluding basic education. | 

The Task Force, therefore, recomnends that the special incorporation 
of summer villages be abolished and that they become hamlets within the 
GUrdledistuists, 

If a summer village does, in fact, have a number of permanent residents, 
it can apply for incorporation as a regular village. Taxes would then be 
payable to the village - full taxes where the cottages are permanently occupicd 
and partial relief as above when only used for recreation. 

It follows that rural districts which absorb such summer villages must 
give fair protection and municipal service to these transient property owners. 

The Task Force recommends that owners of mobile homes also becone 
eligible for a rebate equal to the equivalent of 30 equalized mills used 


in calculation of their licence fee. 
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TRANSPORTATION IN METROPOLITAN AREAS 


Although the Task Force recommendations for provincial assumption 
of a larger share of the cost of human resource programs will signifi- 
cantly relieve property tax, allowing it to be devoted to a larger degree 
to other municipal services, it is no doubt deve that the basic financial 
problem of the large cities i lati This has been the chief criticism of 
the Task Force interim report, even though it is also true that the 
recommended reforms are more sweeping than those of any other such committee 
elsewhere in Canada, | 

The Task Force recommendations involve a direct or indirect relief 
to property owners of some $30m. It is also pointed out that property tax 
has not reached exorbitant levels and that revenue can be increased to 
some degree by such measures as a split mill rate. 

However, the City of Edmonton projects capital demands for trans- 
portation facilities at some $151. per year. Similar statistics-apply to 
the City of Calgary. Even though most of these demands are of a capital 
nature, the present high municipal debt already consumes a large portion 
of current mill rates and any escalation in debt-servicing changes gives 
cause for alam. And extensive capital works are also followed by a 
proportionate increase in operating costs. 

The Task Force has concluded that the provincial and municipal 
governments in Alberta are close to spending as much as the economy will 
allow. Such a suggestion adds to the frustration of the cities. 

As new sub-divisions are added to the city's outskirts and automobile 
population increases, 4 greater and greater density of traffic is experienced 
as one moves towards the city core. Transportation fatilities at the city 
centre, apart from new roads demanded in the suburbs, begin to break down. 

This density of traffic is particularly acute during the rush hours - 
fron 7:00 a.m. to 9:00 a.m. in the morning, and from 4:00 p.m. to 6:00 p.m. 
at night. The remedies suggested by engineers are various, but all involve 
vast capital suns. The stock answer until recently was the building of high- 
speed facilities such as freeways and expressways with costly traffic 
Denatatrene At all intersections. Even if the roads tapered off in capacity 


as the outer suburbs were reached, the cost of wide facilities for the inner 
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cities was prohibitive. As one approached the city centre, land acquisition 
costs became greater. Other variations were high-speed traffic corridors 
offset from the city core or ring roads with traffic dispersal encouraged 
within the ring. 

More recently, the accent has been upon improved public transit. 

The projected costs have been no less alarming than those for freeways. 
Now, more attention is being paid to a less-sophisticated version in the 
form of free right-of-way for buses. 

It would be difficult to argue with the logic that improved 
facilities for automobiles only compounds the problem by encouraging more 
automobile usage. And yet, experience in other cities shows that rapid 
transit systems only alleviate the problem by some 20 per cent at the best. 

At present, the province pays 75 per cent of the construction cost of 
major arterials in the two cities to an annual maximum of $4,500,000 for 
cach city. No contribution is made towards the more onerous cost of land 
acquisition, although loans are made for the purpose through a land bank. 
The cities find thenselves unable to protect future transportation corridors 
by zoning or purchase and their future problem worsens annually. 

Some relief would be experienced if the province built ring roads 
at total provincial expense around the two cities. Obviously, the closer 
such facilities were to the city core, the more they would be used. At 
least, they would have the merit of diverting some through traffic around 
the ety . 

The proponents of public transit frequently advocate that bus travel 
should be free, although realists can see obvious pitfalls in abandoning 
the financial discipline of the endemic transit deficits. Certainly, special 
lanes for buses or for express buses would make service more attractive as 
compared with self{-driven automobiles. As some engineers have pointed out, 
such special lanes could be one-way in the morning and the opposite way in 
the evening rush hour. Grade separations for a single lane would be less 
costly. 

Others favour placing greater financial penalties on the automobile 
user in addition to the growing handicap he suffers from congested streets. 
These ideas vary from property tax on cars through toll gates to heavier 


gasoline or license tax. 
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the capital and income expenditures of the provincial Department 
of Highways is roughly equivalent to the yield from gasoline and fuel 
oil tax plus motor vehicles branch revenves. 

In summary, the problem resolves itself into a demand for greater 
financial support for transportation in the two ane Alberta cities. 

The Task Force believes that these expensive facilities can only 
be provided with massive federal assistance. And it recommends that the 
Department of Inter-governmental Affairs begin talks with the cities of 
Calgary and Edmonton with a view to presentations at future tri-level confer- 
ences. 

The Task Force recommends that as soon as practicable, within 
present budget limitations, the annual provincial contribution to roads 
within the two major cities be increased from $4,500,000 to $7,000,000 annually. 

Jt will be remembered here that the Task Force has reconmended 
municipal assistance grants based upon $20 per mile of district roads in 
rural areas which can be regarded as some justification for a shift of 
priorities within the Department of Highways budget. 

It is further recommended that this contribution be applicable against 
both construction and land acquisition costs of major arterials at city 
option and no longer be confined to 75 per cent of the construction cost of 


approved roads. 
REGIONAL GOVERNED ND 


In examining the relationship between local services and financial 
capacity, the Task Force has concluded that the entire’structure of lecal 
government in Alberta should be rationalized. A separate paper on regional 
govermient is therefore attached to this report. 

It draws attention to the inequality of service to Albertans arising 
from differing financial strength as reflected in the property tax base. 

Towns and villages are usually agri-service centres and yet are 


divorced from surrounding rural districts by municipal boundaries. They 


share in demand for recreational facilities, hunan resource programs and 
roads. Yet except by contractual agreements between neighboring taxing 


authorities, they operate separately from each other. Liaison is often minimal. 
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The situation is improved by the province assuming more responsibility 
for education, health and welfare funding. But the basic problem remains. 

Tax sharing schemes such as foundation plans have merit, but do not 
wholly solve the problems of fragmented local authority jurisdictions. 

The Task Force believes that local autonomy can best be preserved 
by regionalization or a true form of county such as existe in other parts 
of the world. Otherwise, local autonomy will be lost when small centres 
fall below a point of economic viability, even though they may be propped 
up for a while by provincial grants. Or local autonomy is lost when those 
municipalities with an expanding economy swallow-up their less wealthy 
neighbors by annexation. If this latter trend is thwarted by regulation, 
without the alternative of regionalization, the economy of the expanding 
municipality may be severely damaged. Parochial competition for industry 
can also do harm - the city may be left with a shortage of industrial 
development to offset the cost of residential development. The surrounding 
rural area may be in a happier position. 

Conflict between local authorities is inevitable unless such 
rationalization takes place, It cannot be fair that a town should house 
an industry's workers, while its taxes go to the sparsely populated rural 
area around it. 

Nor can planners cope with the problems of urban overspill - dormitory 
towns, green belts, country-residential subdivisions, the sharing of utilities 
such as gas and water - if regional governments do not exist. 

The Task Force therefore recommends that a Boundaries Comnission be 
instituted as soon as possible. Its terms of reference should include not only 
adjustment of municipal boundaries to conform with economic and populétion 
changes, but Hea to examine the possibility of a new regional structure. 

Such a report would take some time. The Task Force therefore recomnends 
that such a Boundaries Commission bring in an interim report to cover urgent 
boundary changes within one year, but that its final report not be required 


for a further three years. 
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SENTOR CITIZENS NOMES 


There are basically th io main routes in Alberta for the establishment 
of senior citizens' accommodation: 
(1) Early homes were built entirely at provincial expense on 
land donated by municipalities and turned over to various foundations 
for cperation. These foundations have power to requisition moneys 
to cover operating deficits from contributing municipalities. 
Rents are charged on a scale approved by the province ($80 per 
month on shared accommodation and $90 per month on single accommo- 
dation). Deficits have averaged around $8,000 per lodge with 
wide variations. This has not so far constituted a significant 
burden on municipalities. 
(2) More recently, senior citizen accommodation (self-contained) 
has been built on a basis of mortgage - one-third paid as a 
grant by the provincial goverment and the remaining two-thirds 
covered by a combination of rents and municipal subsidy through 
deficits. Because of the mortgage provision, municipal deficits 
a somewhat higher than in (1). 
(3) Senior Citizens are admissable to public housing built under 
the three way partnership of the province, the federal goveriment 
and the municipality. There are two different formulae for cost- 
sharing in public housing, but the most advantageous to the 
municipality leaves them with only 10% responsibility for capital 
costs. Deficits arising from operations are shared on the same 
ratio. Residents are subsidized in rents above 25% of income as 
related to fair rental value. This accommodation is operated by 
local housing authoritics under the general aegis of the municipality 
and Alberta Housing Corporation. 
Applications have been received from the Provincial Homes Association 
for an increase of $10 per month in rents charged at senior citizens' 
homes built under (1) and (2). 
A senior citizen on G.I.S. will now receive $150 a month for 
single and $142.50 for married persons effective January 1, 1972. 
Quite clearly, 2 senior citizen pays significantly lower rents under 


public housing - 25% of $150 would be $37.50 per month as compared with 
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$80 in other senior citizen accummedation (Calgary rates have been $5 
lower or $75 per month). 

There is no obstacle to including a project entirely occupied by 
senior citizens under public housing. The regulations also permit a 
Housing Authority to purchase or rent accommodation built by private 
developers and to subsidize rents according to need. No Alberta local 
authority has yet taken advantage of this provision. 

In the opinion of the Alberta Housing Corporation, it would also be 
practical for senior citizen acconmodation built under (1) and (2) to be 
turned over to the housing authority and to be operated as public housing 
for senior citizens with subsidized rents according to income. 

Presunably, the main stumbling block is the reluctance of Foundations 
to turn over operations to a housing authority where one exists or to 
become a housing authority with widened responsibility where one does not 
exist. The argument is that only these specialist foundations would have 
proper regard for the needs of the aged. 

Presitmably, some of the senior citizen lodges with more expensive per 
diem rates are operating more as nursing homes than as shelter. Central 
Mortgage Housing Corporation would pick up their 50% of operating losses 
(rent subsidies) for shelter, but would probably refuse contributions for 
matron service or subsidized meals if these exist. 

The Task Force believes there should be a clear distinction between 
scnior citizen lodges and nursing homes. If a Foundation wishes to 
operate a nursing home under contract rates that should be arranged with 
the Department of Health and Social Development. 

But senior citizen lodges should be primarily for shelter - perhaps 
with a cafeteria operating at cost for cash. There would then be no 
obstacle to federal participation under public housing. Financial benefits 
oe both inmate and municipality are substantial. 

If a hybrid operation with requirement for a matron continues, this 
should be considered a charge to the local public health unit. 

It is the opinion of the Task Force that at present C.M.1.C. would 


not agree to share in the capital cost of homes already built and in 
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operation, but they would participate in capital and operating costs of 
new projects under the public housing route. ‘they would also share in 
operating losses for existing homes, 

' There is also the more practical objection that the significant 
reduction in rents to those on G,I.S. by way of subsidy beyond 25% of 
income would reduce revenue and increase the municipal burden. That this 
is not true in the case of most homes can be demonstrated as follows: 

For example taking 4 50 bed home with a higher per diem cost ($3.90) 


than average such as Red Deer, the 1970 picture is as follows: 


Municipal 
Revenue Costs Deficit Requisition 
1970 46,374 69,678* 23,303 23,303 
Public Housing 
Option 23,182%* 69,678 46,485 4,649 


* Wages paid’ are as much as 40% higher than the 
provincial average for 50 bed homes 


** Assume a drop of 50% in revenue 


Take an economically operated home such as Medicine Hat (CV) 


($2.33 per diem cost): 


Revenue Costs Surplus Requisition 
1970 44,115 42,552 +1503 nil 
Public Housing 2250.17 (ee, way) 20,495 - 2,049 


Take an average home with median costs such as Camrose ($3.11): 


Revenue Costs Deficit Requisition 
1970 47, 302 56,755 9,453 9,453 
Public Housing 23,601 Shon, FSIS) 335154 35315 


Take another in the low cost range such es Bashaw (per diem cost 


SZ ola 
Revenue Costs Deficit Requisition 
1970 45,475 47,756 2,281 Pate 
Public Housing 22a 47,756 25,019 2,502 
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Take another, close to average cost such as Brooks ($3.08 per die 


costs): 
Revenue Costs Deficit Requisition 
1970 45, 330 55,057 9,727 rail 
Public Housing 22,065 55,057 325392 33202 


It is, therefore, recomnended that the Department of Health and 
Social Development phase out senior citizen homes wherever a housing 
authority exists and arrange sale to the AJberta Housing Corporation as 
public housing. There are significant financial benefits to both 
occupants and contributing municipalities. 

Where a housing authority does not exist, the option should be offered 
to the existing foundation to become the housing authority under the Act. 
If they prefer to continue as at present, it should be made clear that 
there is imlikely to be a significant change in per diem rates allowed. 
However, it is recommended that in view of the increases in costs and 
pensions, the allowable rate should be raised immediately by $10 per 
month to $90 for shared accciimiodation per month and $l00 for single accom- 


modation per month. 
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APPENDIX A 


Per Capita* Gross Municipal Debts by Provinces as issued by 
Statistics Canada, February 1972 


(These are the latest fipures available) 


PROVINCE 1968 1969 1970 
Newfoundland 50.60 48.30 45.90 
1s Bie Be 1327570 135.70 HSS7/5 740) 
Nova Scotia 199.10 201.70 210 
New Brunswick Sie 10) 91.80 90.70 
Quebec - cs = 

Ontario 420.80 US ie S10) 445.20 
Manitoba 318.90 341.40 355,70 
Saskatchewan 288.30 284.80 293.50 
Alberta 499.00 550.90 580.40 
B.C. 378.50 380.80 383.30 
Yukon Territory = ~ = 

ol Mae h = $ a 


*Population cstimates as at April lst; debt estimates 
as at December 31st. 
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In an address presented at an Alberta Seminar on Education Finance 
held at Banff in March of 1972, Mr. A. Bredo, Director of Finance for 
the Department of Education, indicated that: 

"Basic to an educational finance theory is the concept that 
school authorities within legislative limitations should be able ts) 
pursue excellence in educational services to the extent that levels of 
expenditure are representative of qualitative Brien The 
assumption is that local jurisdictions should be permitted to expend 
funds beyond et reer plan in accord with local desires and means. 

“Because many school systems do not, for purposes of obtaining 
revenue from local sources, have a comron ability to provide funds 
because of wide variation of real property assessments greene: measured | 
in terms of pupils, teachers, Riaceroone or in any other manner, it is 
immediately wane that inequalities of educational opportunities 
beyond the basic program ie eras Thus, tore of flexibility in the 
area of added programs, innovations or general improvement of 
educational quality are beyond the financial ability of those eg oe 
having very ee or a limited tax base." 

From the above statement, the Task Force must accept the aye that 
Pieene total education cost is not) borne by the provincial government, 
wet local governments because of a limited tax base will be unable 
to broaden the educational program beyond the basic program, thus 
creating inequities in the educational program, ‘or will require assistance 
through some form of grant to accomplish this. 


Dr. Vladimir Salyzyn, in a private submission to our Task Force 
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"Agenda for Provincial Municipal Fiscal Reform" indicates that most 


of the municipal fiscal problems can be identified as belonging to one 


or more of the following general categories: 


-L. Problem - Responsibility Imbalance 

The level of government that raises the revenues does not 
always have a corresponding part to play in the decision on how the 
money is spent. Alternately, the level of government that spends the 
money may have no say on how the revenue is raised. Misallocation of 
resources results whenever responsibilities for expenditures are not 
matched by responsibilities to raise revenues for them. This problem 
arises whenever a junior level of government depends on financing 
from the senior level, and leads to the undermining of accountability, 
cost control and normal priority setting processes. 
Solution to i. 

This can be corrected by minimizing the role assigned to inter- 
governmental grants, since these are the prime source of the problen, 


by improving existing municipal revenue structures and by co-ordinating 


tax revenue with the province. 


2. Problem - Capacity Obligation Imbalance 

Revenues available at the local level are insufficient to provide 
for the expenditures expected to be undertaken at this level because 
revenue sources are inadequate and/or because expenditure obligations 
are excessive. The first of these is caused by a responsibility 


imbalance (Problem 1) or by fiscal inefficienty (Problem Ay OL pOEns 


The second is often the consequence of the benefit cost imbalance 


(Problem 3). 
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Solution to 2 
Capacity obligation imbalances can be solved by correcting 


responsibility imbalances and removing the benefit cost imbalance. 


3. Problem - Benefit Cost Thabalance 
There exists spillover of benefits and costs between the province 
and its municipalities and among municipalities. For example, local 
governments are often called upon to supply public goods and ae 
that yield benefits to those located outside their jurisdiction. 
In like manner, certain municipalities may create additional costs to those 
other areas. 
Solution to 3 
The benefit cost imbalance can Sener by re-assigning legal 


responsibilities between the province and the municipalities. 


4. Problem - Fiscal Inefficiency 

This manifests itself most elearly Teenie inadequate design of local 
revenue structures. Inefficiency also arises from a lack of tax 
co-ordination among municipalities and the province. This latter type of 
fiscal inefficiency can aggravate the capacity eect imbalance 
and contribute directly to a responsibility imbalance. 
Solution to 4 

Fiscal inefficiency can be reduced by improving current revenue 
‘sources, by Peoeeine new sources and by rationalizing inter-government 


tax relations. 


5. Problem - Horizontal Inequality 


Differences in fiscal capacity among municipalities accentuate 


most of the othcr provincial-municipal fiscal problems, particularly 
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for those governments with the lowest capacity to discharge their 
obligations. Fiscal capacity must be distinguished from fiscal 
performance which may lag behind capacity for a variety of reasons. 
Solution to 5 

Although horizontal fiscal inequality among municipalities can 
be solved by encouraging labor and capital migration through normal 
market processes, expenditure programs and grants in aid eonidese 
more acceptable on humanitarian and equity- grounds. Grants in aid 


however must be limited only to those municinvalities in need to avoid 


aggregating responsibility imbalances. 


The statements of these two learned gentlemen confirmed the 
Task Force's concern regarding the many ee problems and their 
general scope. In an earnest solution to the many existing problems 
researched, the feasibilities of establishing a new type of government 
for the province as an effective second tier, namely a Perce government, 
which would be most effective to cope with disparities and other problems 
and, at the same time, would preserve local government and would enable 
the provincial government to carry out many of its new proce neice 


decentralization of industry, in a more effective manner. 


CONSIDERATIONS FOR REGIONS , 


1. Assessment, tax collections could be set up on a regional basis 


to ensure equity and optimum capacity. A tax and revenue system set up 
in this manner would be more efficient, more adequate and more conclusive 
to sound growth. The regional tax structure would include all properties 


im the region. 


ya In regions where tax bases were inadequate, provincial assistance 


eike dad 


id 7 tat a ra] b 7 ake 
snag ee ae or 


x0 : 


= 


qi basa Meee rea Tsp oa fi . 
: - { et : = ; 
fsrroc dgurads entdaegio [si lges 508 sods i stapes eth i 


dW Siuow bia ah adnnag bre ores teorq ste 


oT 
7: 
‘e Nee = ©, 


hahg tina 
hie of gine .sbrvors ytiepe ban aetisiio onal no wl Bly ok 
Lo Ih 2a Yes 


z 


Ps ‘ey y 
bas ci sabteleqioloum gaa 1 a4 vine hoaimtt od Jeu 


_—on - Totter ie 


Cae 
=a ; as * 
3 Snan frat yar liddsdangegt g De 


We 
Z 2 a) 
out? bourke hanoy ol4neag bantes! owl enact To 210994898 | ft 
+ Def 9 


Pe 


fivee', viday¢e gatideixna yam 43 aalbusgor misanes a’ a9 107 
ne (doz galisixs ynem afd of nc btehaw Jeontss oe at .aqo we 


o a Pr = 
s ar : - * . ti. " 4 gies 
‘taunrrgvog lo sav wer 8 patdatl[dstaa Be aptariidresar ods SOE re 
i 
¢ ‘ t ta ah a sian , 
nouapeves. Lateiga’ SOT iJ eoe7yve BV2I9G149, Ne 2B oon kve ' 


2 
adito bas solsixequlh dalu oqo ob eyltoolie Jeu od bl 0 


aldare bluew fine ateavog Insol ovierexe bilyoy omit ona 


_ 

: . ‘ ¥ ed 

eorbslogt emazgetg vor 232 to ymadt Juco "eee OF PeameitOve, isjouly 
; - 


-tasngm svidootlo atom e at ,ysteubak Bo nobdaskis 
rs A 

” ‘| ° : 

A _ 


; We. 
PEAS Gf 407 2zOrrt 


>. @ 
>> 


; on te 
tiaad Ieaoiget 8 no qm doa od blues enoitosllod xed — ma eg 


qu tot metege quacves bas x63 A. ~¥ilosqgso ima 3q0 bats vat ups 
pan oN 


wiewlanos oxad. Bae 935 spebs ptom insists oom od b od 
ae 
; 


ine 
saitteqetq Lin abwhpits bluew pivasutia = Lanotses i 
; r v 


ae 


through shared costs and grants could be more accurately established 
Since fewer municipalities would be dealt with. 

ai Regions could be established on a sound basis with Appropriate 
. legislation to delineate areas of jurisdiction of the region and local 


governments included. 


JERRITORIAL EXTENT OF REGIONS AND CONSIDERATIONS IN ESTABLISHING THESE 

Enlarging of existing local government boundaries to coincide 
with school areas, hospital areas, health unit areas, would create as 
many problems as they solved. 

The alternate- and better approach would be to set up a regional 
farieds ccion over local governments. The regional government would 
be an intermediary (or second tier) between the provincial government and 
the many smaller local government units. It would readily fit in with 
services that are provided in an overlapping and disjointed manner by 
local governments. eee) services as health, welfare, auxiliary 
‘hospitals, Heaieh units, planning sarisdtelions administered mainly by 
non-elected ad hoc boards and committees, would be brought under regional 
administration of elected representatives who would be accountable for these 
services. Duplications of services would be eliminated, local government 
authorities would look after local matters only. 

Annexations of the Towns of Beverly and Jasper Place by Edmonton, 
and Forest Lawn, Montgomery and Bowness by the City of Calgary, quite 
heels indicates that they were forced to do so because of an inadequate 
tax base to provide the necessary services and to administer jurisdiction 
where interests were in constant conflict with the larger metropolitan 
centres. This is in a limited sense regionalization. 


Areas such as Sherwood Park and industry in Strathcona County were 


for obvious reasons not included. 
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Formations of Counties in Alberta was a positive step towards 
regionalization although the boundaries were coterminus ae school 
purposes only of all the local governments included. The tax base did not 
consist of all local governments as each contributed on an equalized 
assessment: based Mequisati on. 

In setting up regions, considerations would be given to population 
of areas, tax bacon economic, historical and social conditions, planning 


areas and existence of natural boundaries. 


GENERAL CONS IDERATI NS FOR LOCAL GOVERNMEN 

Local governments are desirable in a region as an access to 
people spe problems which are local in nature,and for the providing 
services which are entirely local. 

A Task Force or Commission would be necessary to constantly ee 
the legislation and to ensure efficiency, and proper representation to best 
serve the people. This body would report to the Legislative Council. 

Pressure for. reform has been evidenced in our province with 
regards to school districts, hospital districts, welfare, health units, 
and planning boards. Their concern was an administrative one as much 
as fiscal. 

The object of suggesting a regional government over local 
government is for the preservation of local government. 

Local government, because of the scope of modern day services and 
‘geographic areas concerned, can only provide some of these services 
on a very local basis. Most of the services are provided for through 
various bodies elected or appointed on a larger scale with no geographic 
areas specifically delineated. 


For political reasons, local governments were created and will 


survive if only for this reason. Under such circumstances, political 
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policy decisions will be discussed at a local, a regional,and provincial 
level before being implemented. This would indicate "erass root decisions", 
a fundamental pre-requisite to strength of TORE government. This 
access to all governments is necessary to influcnce formulation of policy 
and to enforce responsive and responsible warner 

With this access comes the service of government according to their 
jurisdiction. The service would include the economical discharge of 
public functions to satisfy public needs and desires. This division and_ 
sub-division of jurisdictions and duties would ensure all service is 
provided to perfection through establishment of an efficient service-able 


government. 


ACCESS AND SERVICE : i 

Access and service must be in balance for a healthy and democratic 
regional government. Having this in mind, eee should be set up with 
special care to ensure certain criteria of vital importance. Services 
‘sould be provided within regional boundaries except in urban regions and 
contract areas which will be discussed under types of regions. 

Service and access, when determined on a regional basis, are further 
to be considered on a provincial-regional, etre local, purely regional 
and a purely local basis. 

In setting up regional boundaries, the following criteria must be 
followed: : 


1. The region should consist of areas with shared interest 


(a community). 
2. Areas should have linked geographic, historical, sociological 
and economic ties. 


Under such circumstances, participation of the population through 


service would readily create ultimate access to strengthen regional tics. 


Diverse interests (farmers, urban dwellers, industry), if reasonably 
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balanced in a region, are desirable to best-progress of a regional 
government since no particular group would create a dominating force 
which could isolate minorities and erode access to all people. 
Since the region constitutes a eeend tier of government, it should 
have the financial capacity io properly balance the services it provides. 
In some instances, regions may Bieter SererryG) assistance through 
grants but with fewer municipalities (regions) such equalization would be 
no problem. Within regional frameworks, industry could be encouraged 
.to decentralize thus strengthening tax basis. 
‘In ‘regional government, standards of efficiency should be aimed 
pat: 
1. Providing the highest possible standard of service at any 
Rene level. 

.2. Considering the capacity of the region to employ professional 
skills and provide specialized services of a type not 
otherwise onan the economic capacity of local government. 

‘3. Modern technology should be applied in discharge of regional 

syesponsibility, e.g. computers. 

Responsibilities and services would vary between regions. In 6ome 
instances, regions may have to share costs of common problems with 
‘adjoining regions on such matters as pollution or conservation of river 
‘areas. Regions should be delineated and their governments organized in 
ech a manner that certain functions would lend themselves to co-operative 
undertaking of See areas as an overall responsibility. 

Under present day conditions, in many instances it has been the case 


-where access and service have been divorced in pursuit of Fuliilline ercater 


‘service needs than the local government itself could discharge because of 


the range and nunber of services required (Benefit Cost Imbalance). 
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New authoritics were created on an ad-hoc basis to specifically look 
after areas of service which extended beyond local government boundaries. 
Examples of fe would be hospital boards, auxiliary hospital boards, 
pollution boards, conservation comnittees, planning commissions, health 
unit committecs, etc. Ad hoc committees are appointed and may consist 

in part of elected local government members. They were responsible for 
discharging a service they were peetencd to by requisitioning local 
government for funds, but were not really accountable for such funds. 
Services may have been improved through this effort but in all probability 
at a higher cost due to lack of proper co-ordination of the extent of 
these services, and duplication in many instances by overlapping local 
government boundaries. Causes of continuous friction and frustration by 
local government would be common since eee LOmlocat povermment would 
be a mere formality and citizen control aatig be non-existent. There 
would be a fragmentation of local government through unco-ordinated 


services provided by these ad-hoc comnittees to retard..functions of local 


‘government. 


Grave concern over the jingle of administration and high costs of 
services are prompting provincial governments to improve local government 


through regionalization, where elected members would be accountable for 


a balanced regional service utilizing resources to a highest degree of 


econoiny and efficiency. 


- 


In this manner, a public access would be created through widespread 


ee 


favorable participation and a successfuly, balanced and favorable 


government. Access would reinforce service, where authority for each 


government is clearly defined on a large enough scale, to eliminate 
overlapping of service on a local government basis. 


SERVICE RESPONSIBILITIES 


Regions, when established, would have balanced access-service 
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REGIONAL SERVICES 


ibe All property assessment and administration over any other 


Sources of revenue. 


2. Levying, taxation and tax rolls for regional and collection. 

$y Levying, taxation and tax rolls for local purposes and collection. 
a Fire protection on regional basis. 

We Capital borrowing for region and local government. 

6. Road maintenance, snow removal, road construction in region 


outside local government jurisdictions. However, in order to 
avoid duplicating of manpower and expensive equipment, some 
of these services could be contracted by the local government 
eit the region. 

fie Regional planning and provincial planning participation. 


ee Policing on a régional basis with some contractual possibilities 


for this service by local government. 


es Transportation especially for school children. 

10. Treatment plants for sewers, possibly water supply reservoirs. 
Lo Garbage disposal areas. | 

uZe Public Health responsibilities. 


Lo Public Welfare. 

14. Unemployment. 

15, Education as related to centralization and school constructions. 
This would also involve special education teams, e.g. counselling, 
special teachers for handicapped, adult training, etc. 

16. Regional parks. 

EP i Regional librarics. : 


18. Regional sports directors. 
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195. Conservationand pollution problems. 


20 Fiscal management and advice. 


Region would take a lead where feasible to reduce costs through 


contracting certain costs with the region. 


LOCAL SERVICES 


1 Local planning, by-laws, zoning. 
YA Licences, permits. 
3 Policing unless under regional contract. 
fy, Fire protection. 
Dee rarking. 
6. Weed and pest control. 
UG Garbage collection and sanitation. ; 
8. Street Pee enanes and snow removal unless otherwise arranged. 
De Local drainage in co-operation with region. 
10. Community arenas, centres, skating and curling rinks. 
Le Maintenance water and sewer cep aOR Sey contracted to 
region. 
ere Cemeteries. 
LS: Street lighting 


14. Local parks. 


SHARED BY LOCAL GOVERNMENT AND REGION x 

Be biprary facil eties. 

Pe Water supply. 

os Possibly under contract: Road maintenance, road building, 


snow removal, policing, water and sewer repair, etc. 


4, Garbage disposal. 


a. Forms of special projects. 
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SHARED BY REGION AND PROVINCE | 


iL Regional planning. 
7 ig Certain road construction. 

S. Hospital service planning. 
ES School construction planning. 
ie ; Agricultural field service. 

6. Speciality team training. 


In regions adjoining especially the larger metropolitan areas 
where services would be complex and ever-changing, co-operative schemes 
involving provincial involvement would be more frequent. However, in 
rural met ons where access and service are in balance and conditions more 


Static, provincial involvement would be minimal. 


SUMMARY 

a A region should have a community type of setting where economics, 
Social factors, history.and geography play a continued role. 

2. Regions shod dnave an aequate tax base whereby they will be able 
to provide the best possible service with these resources. Extreme 
regional disparities in tax base would be subject to continuous review 
to ensure equitable service for all regions. 

SP Diverse interests in a region should be balanced to ensure 

access to all citizens. 

4, The functional financial criteria should be organized in such a 
manner that regional functions are discharged with the greatest efficiency 
as related to fiscal capabilities and greatest possible extent of 
specialization as relatcd to human resources and modern technology. 


ys Regions should, through delineation of boundaries and through co- 


operating with the lower tier governments and the provincial govermnent, 
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discharge their prescribed function with the lcast possible friction 


and the greatest efficiency. 


LYrnoeOr REGIONS 
1. Metropolitan 

From the community and balance criteria, metropolitan regions 
for at least Calgary and Edmonton are a necessity. Of course, Edmonton 
will absorb part of the municipalities to the south and possibly north, 

Cities such as Medicine Hat, Lethbridge, and Red Deer, require 
different considerations but possible along the lines of metropolitan 
regions. Because of size, any consideration other than metropolitan in 
nature would be undesirable since the metropolitan population would 
dominate any sparsely populated adjoining areas. Access would be limited 
to thé city population and this population would be the participating 
force in such a government. 

Also, since metropolitan areas require complex services due to the 
density and the mobility of the population and goods, ees densely 
populated areas would pay for the extra costs of such services with little 
or no Ee petoht benefit. 

Typical examples of this would be:- 

(a) Urban renewal 


(b) City planning 


(c) Policing : 
(a) Road structures 
(eyeee Streett lighting 


(£) Transit systems 
(g) Fire protection 


(h) Water supply 
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a) Sewage treatment facilities 
(j) Etc. 

A proper balance of metropolitan and other regions should be 
carefully studicd for ensurance to proper.boundaries. Balance of access 
and service, community criteria, finance and function should be constantly 
weighted. : 

Since city growth of both Edmonton and Calgary is rapid, boundaries 
should be established to accomnodate this growth in the forseeable 
eecure and yet delineate the problems of rural-urban complex growth, 


somewhat unrelated, into seperate regions. 


2. Rural-Urban Regions (Rurban) 

The Rurban regions should have a balanced access-service delineation. 
They should be eeuecuned in such a manner that co-operation with adjoining 
regions would be at an optimum. Responsibility would be a basic consideration 
in establishing such regions with planning, road, water and scwer service, 
fire protection being some of the services requiring particular attention. 

City growth in this province is such that there is practically no 
competitive interaction of cormercial and residential areas within regions 
as there would be in more populated areas of the world. Similarly there is 
no economic interplay of one metropolitan region upon another and lanl 

\ 

in between. 

The mixed urban, suburban and rural areas atte ieee outside the 


solidly metropolitan regions have over the years been subjected to rapid 


e 


changes in a continuous growth. Because of rapid changes, such services as 


transportation, land services and changing population weighing on school 
costs, have been a major cause of increased mill rates weighing heavily on 
inadequate tax bascs where satellite shopping complexes and industry have 


not been established. Industry would not initially look at these areas 
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favourably for establishing because of high taxes and low level of services. 

In considering decentralization of industry, possibly the government 
could provide some assistance to ensure Stability of tax base bet a high 
level of service for these regions to assist in establishing their economic 
independence. Co-operative management would be required for some of the 
services with the metropolitan regions. 

There are presently five municipalities adjoining Edmonton and 
Calgary who would be affected by such considerations. Rural-Urban areas 
surrounding Red Deer and Lethbridge are affected to a lesser degree. 

dO a8 in these particular areas also wiere small holdings are 
established and due to generally poor legislation, owners pay taxes on 
land only as they can plan such holdings to circumvent payment of taxcs 
on buildings since they would meet the criteria of being classified as 
farmers. An option clause should be legislated to make it possible for 
such governments to assess and tax all farm buildings for the local levies. 
This would improve the equity aspects of renee where contribution would be 


. 


made by all property owners. It could also curtail development in this 


direction to some extent. 
Co-operation of metropolitan and rurban regions would function in 
such a manner that should annexation to metropolitan regions of adjoining 


lands be necessary, all services, including planning, would be directed to 


e 
ee 


this objective. 
3. Rural Regions 
In establishing metropolitan and rurban regions, the greatest 


percentage of the provincial population would have been provided for. In 


line with criteria of community, finance, function, history, economics 


and co-operation, the access-service responsibilities and continuous planning 
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would ensure successful performance, 
The rural regions, more stable from the rapid growth and change 


Standpoint, would be the least troublesome to establish. Establishment 
of these regions would be of vital importance, since in these regions 
most of the small local governments require assistance in administration 
and finance. It is in some of these regions that economic disparity due 
to a poor tax base dictates a greater degree of wealth sharing whether 
from the wealthier rural areas or the provincial government. 

In rural regions, where oil discoveries and pipelines have 
established sound and productive tax basis, all local governments should 
share these windfalls and not the rural areas only. 

In what are classed industrial improvement districts, a 10 mill 
surtax is levied, on industrial machinery. This surtax is then distributed 
to all other local government in these improvement districts. 

The Municipal Assistance Grant pays each urban municipality 
approximately $21 per capita based on 1972 grant. In addition, in urban 
municipalities within industrial improvement districts, the machinery surtax 


yields considerably to each urban municipality's financial needs. (For each 
person employed in industry in industrial improvement districts, and his 
dependents, urban municipalities receive $50 as a grant on the ES 

In order to fulfill regional criteria consideration, and having access 
and service in mind, boundary adjustments may be necessary. In many cases, 
remote unserviceable areas existing in present municipalities may be excluded 
from regions. Size and balance must be conntinentenet It is unlikely that 
oe present day counties would be left intact. 

The diversity of composition of these regions would ensure that 


the political process is influenced and public participation in government 


is strong and effective in creating and maintaining a political community. 
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The primary aim of all new regional governments would be to establish 
the conmunity aspect of regions, especially under circumstances where other 
criteria may have been altered somewhat due to necessity. 

In northern Alberta where very small rural municipalities exist 
in developed areas, it ig most likely that the service aspects overlap 
several municipal boundarics. The services could, in part, be administered 
by ad hoc committees. 

A regional government would be providing service within the region 
and administered by elected representatives who would be accountable to 
the electorate and responsible for providing the best possible service 
within certain financial bounds. The overall effect would be a more 
economical and efficient service with a minimum of interference with smaller 
units of local government. 

In sparsely populated areas, contractual agreement for certain 
services would be necessary with adjoining regions. In these areas, the 
province would assist in administration and financing of certain items such 
as extra road costs and maintenance in areas where extended regional service 
is necessary. In such areas it would be a prime consideration of the 
province to ensure that there would be no excessive burden on these rate- 


payers for the services provided, also guaranteeing that services provided 


are equitable with that of other regions and not subject to dilution due 


Poestatring, etc. 
Where previously in another report it was suggested that villages 


be disbanded, in contract areas encouragement to incorporate for access 


and service would be most desirable. 


REGIONAL GOVERNMENT FINANCE 


All regions would have major financial responsibilities. 
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Since property tax wi , . 
pro] y tax will be a main source of revenuc, a maximum 


measure of equity in the tax base and efficiency of collection are very 


necessary. 

To institute a desired and effective improvement to what now 
exists, the regional unit must be an integral part of the local government 
system. 

In tax collections, the regional government would assume the 
responsibility of preparing assessment rolls, tax rolls, levies and 
collections for all local units. Sophisticated regional computerization 
of this would be economical, and coded and standardized for regional 
purposes, <nd as a source of information for the province. 

Revenucs, other than from property tax,even if set up on a regional 
basis, may be uneconomical to collect and administer except perhaps income 
tax. On a regional basis, tax payers could be segregated and a percentage 
of the oo share of income tax allocated to any particular region. 
However, this could also create problems as income levels vary with regions. 
Areas that. may need the most assistance would receive the least through 
allocation of income tax. If income is allocated in anyway to regions, 
it should possibly be allocated on a population basis with tax base 
consideration. 


In areas of capital borrowing, the regional government should be 


responsible for all municipalities. Smaller municipalities would benefit 
due to controls by the regional government, assistance in finance management , 
and since borrowing by‘the region would result in lower interest rates. 


Although this may not be of major concern to municipalities in 


Alberta because of the existence of the Municipal Finance Corporation, it 


may be that periodically loans may of necessity be procured on the open 


market should availability of money to the corporation be limited. 
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Regional government would accept attded responsibility due to 


areas inv 1 ae AP acter. 
ree involved, and finance capabilities, to become a partner in the economic 


development of the province, 


CONCLUSTONS 


Ey. Like the pioneer small local units of government, the regional 
government is being organized to provide access and service which are in 
balance. 

ee Since service-access criteria balance is most applicable to rural 
regions where changes are moderate, other regions may require modified 
responsibilities to fulfill regional needs which are constantly changing 
due to population concentration. 

a4 Regional units of government absorb and strengthen smaller local 
governments. They also eliminate a multitude of problems regarding 

such items as financial grants to ensure viability of these smaller local 
wits. . 

4. Where financial assistance is necessary due to economic disparities 
caused ay a poor tax base, equalization of grants would be simpler since 
there would be fewer governments to deal with. There would be equalization 


within regions through a shared tax base. 


ee Regional government representatives would be elected by the people on 


the service and level 


a geographic area basis and would be accountable for, 


-being administered. Each local government unit would have at least one 


representative. 


mG Professional accountants, engineers, economists, as neccessary, would 


be hired by the region to ensure that the most and the best was received 


for the money spent. 


7. In areas that don't readily lend themselves to regions due to 
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scarcity of population, that the provincial government lead the way to 
establish contract services with adjoining regions. These services 
stiouldsbessubsidized by the province to a level which would be considered 
equitable in order that this population would have an acceptable standard 
of service. 

lh That a co-ordinating board be established to SR TTL review 


problems and needs of the regions and report these to the cabinet. 


ADDITIONAL 
Le A government committee be set up to conduct a preliminary study 


on regions. 

7g The government should take immediate steps, preferably in conjunction 
with the Alberta Bureau of Statistics, to lead the way in providing a 
central agency for government statistics. For the benefit of many agencies 
a standard system should be established to act as a source for any and 
every need. At present accurate statistics, clearly defined, leave a 

great deal to be desired. 

Sh With the establishing of regions, financial statements and reporting 
of information to a central agency should be standardized by the provincial 
government. 


4, There could be more meaningful statistics showing net and gross 


expenditures accurately. 
os Where major expenditures are contemplated in regions, the province 
could take leadership to ensure available funds at lower rates, and could 


plan expenditures on a provincial basis over say a five year period. 
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6. To complement any fiscal policies of the province, (such as counter 


cyclical controls), regions could contribute to such a scheme. 


DATE DUE 


~ 


IDEAL 3370 UNGUMMED, 


He 


3371 GUMMED 


PRINTED IN U.S.A. 


